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Australlan National

Audit Office

Canberra ACT
22 December 2005

Dear Mr President
Dear Mr Speaker

The Australian National Audit Office has undertaken a performance audit
across agencies in accordance with the authority contained in the
Auditor-General Act 1997. Pursuant to Senate Standing Order 166 relating to
the presentation of documents when the Senate is not sitting, | present the
report of this audit and the accompanying brochure. The report is titled
Cross Portfolio Audit of Green Office Procurement.

Following its presentation and receipt, the report will be placed on the
Australian National Audit Office’s Homepage—http://www.anao.gov.au.

Yours sincerely

lan McPhee
Auditor-General

The Honourable the President of the Senate

The Honourable the Speaker of the House of Representatives
Parliament House

Canberra ACT
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Glossary

Australian
Building
Greenhouse
Rating (ABGR)

Central Services
Power

COMCAR

Co-mingled
Recycling

Cost Effective

Ecologically
sustainable
development
(ESD)

Environmental
Management
Systems

Green
Procurement

A rating system developed by the Department of Energy,
Utilities and Sustainability that measures building and
tenancy energy efficient and greenhouse gas emissions.

Energy used for services in office buildings common to all
tenants. It can include building air conditioning, lifts,
security and lobby lights and domestic hot water.

A VIP car-with-driver service, to a wide range of clients
including parliamentarians, eligible members of the
judiciary, holders of high public office and official guests of
the Australian Government.

A process that can recycle metals, plastics, paper products
and glass in a single bin system

Economical in terms of the goods or services received for
the money spent. More specifically, in reference to the
Energy section (chapters 5 and 6) of the report, cost
effective is defined as a minimum 15 per cent rate of return.

Using, conserving and enhancing the community's
resources so that ecological processes, on which life
depends, are maintained, and the total quality of life, now
and in the future, can be increased. (sourced from the
National  Strategy @ for  Ecologically  Sustainable
Development, 1992)

An organisational plan and strategy to identify and to
manage the environmental impact of the organisation.

Procurement activity that takes into account environmental
impacts.
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Green Vehicle
Guide

ISO 14001

Stretch targets

Tennant Light
and Power

Value For
Money

Whole of Life
Costing

Eco Buy

Glossary

A vehicle emissions and air pollutants rating system for
new motor vehicles available in Australia that are under 3.5
tonnes gross vehicle mass. The GVG assigns a one to ten
rating for greenhouse emissions and a separate one to ten
rating for air pollutants, these two scores are then
combined for an overall rating of one to twenty.

International Standards Organisation standard for

environmental management systems.

Exceptionally high goals that require substantial effort to
achieve.

Energy used in tenant operations in buildings whose
primary function is office space. It can include tenancy
lighting, office equipment, supplementary air conditioners
and boiling water units.

Value for money is the core principle underpinning
Australian Government procurement. In a procurement
process this principle requires a comparative analysis of all
relevant costs and benefits of each proposal throughout the
whole procurement cycle (whole-of-life costing).

The process of identifying and documenting all the costs
involved over the life of an asset. Whole of Life costing
recognises that risks may vary over a procurement cycle.
The key step is to identify and compare, as far as possible,
all relevant risks, costs and benefits on a common basis
over the whole procurement cycle.

A program in Victoria that supports local government and
businesses in purchasing environmentally friendly
products.
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Environmental
Protection and
Biodiversity
Conservation
Act 1999 (EPBC
Act 1999)

Environmentally
Friendly Paper

National
Greenhouse
Strategy

Green Buildings

Greenhouse
Challenge Plus

Multi Function
Device

Commonwealth Act related to the protection of the
environment and the conservation of biodiversity. The
objectives of the act include providing for the protection of
the environment, especially those aspects of the
environment that are of national environmental
significance and to promote ecologically sustainable
development.

Paper that involves the use of recycled content or processes
that minimise environmental impact.

The Australian Government strategy for advancing
Australia's domestic greenhouse response.

Buildings designed or refurbished to be highly energy
efficient and minimise environmental impacts.

Program run by the Department of the Environment and
Heritage designed to support and encourage industry’s
management of greenhouse gas emissions through
emissions inventory reporting, and through the
development and implementation of action plans to
achieve cost effective abatement.

Office equipment that performs the functions of
photocopier, printer and fax in the one machine.
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Executive Summary

Background

1. The Australian Government has indicated that it aims to be at the
forefront in environmental purchasing practice through:

° buying goods and services that seek to minimise possible
environmental impacts;

. working with industry to encourage continuous reduction in the
adverse environmental impact of goods and services; and

° assessing the environmental impact of goods and services against
informed and internationally recognised standards and methods."

2. Procurement of goods and services by Australian Government agencies
was valued at over $17 billion in 2003-04°. This makes the Australian
Government a significant purchaser of a range of goods and services, from
office supplies through to building management services. The impact of
government procurement practices can include greenhouse gas emissions from
energy consumption in buildings and vehicles, waste to landfill from paper,
equipment and office refurbishments as well as the over consumption of scarce
natural resources such as fresh water. For the purposes of the audit, the
Australian National Audit Office (ANAO) considered green procurement to be
procurement activity that takes into account environmental impacts.

3. The Australian Government has introduced (or agreed with the States
and Territories) a range of policy measures to improve energy efficiency in
buildings, reduce vehicle emissions and packaging waste and report on aspects
of sustainability in its own operations. The National Strategy for Ecologically
Sustainable Development provides broad strategic directions and framework
for governments to direct policy and decision-making. The Strategy facilitates
a coordinated and co-operative approach to ecologically sustainable
development (ESD) and encourages long-term benefits for Australia over
short-term gains. A range of guidance on good practice has also been provided
through the Greening of Government website and specific publications such as
the Environmental Purchasing Guide.

Greening of Government website <http://www.deh.gov.au/industry/agency-
performance/purchasing/policy.html>

The $17 billion figure is sourced from Finance database on contracts. It includes information from FMA
Act agencies but there is no aggregate information on the value of purchasing contracts from CAC Act
entities.
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4, The objective of the audit was to assess and report on the progress
being made by agencies subject to the Financial Management & Accountability
Act 1997 and entities subject to the Commonwealth Authorities & Companies Act
1997:

. in realising value for money from the procurement process, with a
specific focus on buildings, services and products using whole of life
cycle assessments; and

° in the consideration and management of environmental impacts in
specifications and contracts.

5. The emphasis of the audit was on green office procurement and
sustainable business practices and the value for money within this context. As
such, the audit report provides a status report on the implementation of ESD
within the office environment of the Australian Government. The audit used a
survey approach in conjunction with selected audit investigations to obtain
information across 71 agencies and entities selected on the basis of materiality
in procurement and coverage across large, medium and small organisations.
The agencies selected represented approximately 35 per cent of all government
bodies and over 95 per cent of all procurement spending noted on the
Department of Finance and Administration (Finance) database on contracts.

Key findings

Chief Executive Instructions (CEIs) and internal policies (Chapter 2)

6. CEls and internal policies can provide the priority and impetus relating
to the standards expected of Australian Government officers when making
decisions for procurement of goods and services. They provide important
agency-specific support for the whole of government Commonwealth
Procurement Guidelines (CPGs). From the ANAO survey, most respondents
(92 per cent) stated that they had high-level documentation in their CEls or
internal policies relating to value for money in procurement. While whole of
life cycle costing principle is integral to the CPGs, half of respondents
indicated that they did not have instructions or internal policies in relation to
whole of life cycle costing.

7. In addition, less than half of respondents had references to minimising
environmental impacts and compliance with government policies and targets.
This is an important reporting requirement for Australian Government
agencies under the Environment Protection and Biodiversity Conservation Act
1999.

8. The ANAO appreciates the need to avoid CEls or internal polices
becoming too large and unwieldy. However, 25 per cent of respondents
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Executive Summary

commented that green procurement policy was not sufficiently clear or precise
in terms of what is required. Some 10 per cent of respondents also considered
that green office procurement was not a priority in their agency. Clear internal
guidance on these matters would assist in providing leadership and giving
higher priority to important compliance issues in Australian Government
bodies and assist with its integration into operational decision making.

Guidance to agencies (Chapter 2)

9. The audit examined the extent to which guidance from the Greening of
Government website and other specific guidance (such as in relation to Finance
procurement advice) had been beneficial to procurement practice. From the
ANAO survey, the majority of respondents (68 per cent) considered that
current guidance useful. However, over a quarter of respondents did not find
the guidance useful (27 per cent).” Some 38 per cent of respondents also found
identifying ‘green’ products or ‘green’ suppliers difficult and time-consuming.
Expanding purchasing guidance to provide further information on suitable
products that would meet the requirements of the CPGs and have
environmental attributes (such as being produced with lower greenhouse gas
emissions or cleaner production methods) would assist Australian
Government bodies in this area.

10. From the survey responses there was clearly a considerable interest in
the Greening of Government Website and most respondents had used the
material in addition to the CPGs. The main criticism from respondents was
that the information on the Greening of Government website was hard to
locate or access. A number of respondents commented about the need to
consolidate environmental purchasing information into a single ‘one-stop-
shop’ with clear links between the Department of the Environment and
Heritage (DEH) and Finance websites.

Environmental Management Systems (Chapter 2)

11. The Government’s policy in relation to Environmental Management
Systems (EMYS) is that agencies and entities were encouraged to develop and
implement an EMS based on the internationally recognised ISO 14001 or an
equivalent standard by December 2002 and accredit at least one of their larger
sites to ISO 14001 or an equivalent standard before December 2003. Secretaries
and Chief Executives were to report by March 2002 to their Ministers (copied
to the Minister for the Environment and Heritage) if there were particular

®  Five per cent of respondents did not comment on this question. The lack of response generally reflected

a new person taking over the position or the absence of a person with enough familiarity with the
guidelines to meaningfully comment.
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circumstances such as the costs of taking up the actions significantly
outweighed the benefits.

12. The ANAO survey indicated that 32 respondents (45 per cent of
respondents) had an EMS in place. Only seven respondents (10 per cent)
indicated that they had an EMS certified to ISO 14001. Only one agency had
been sufficiently ‘encouraged’ to advise their Minister (copied to the Minister
for the Environment and Heritage) if there were particular circumstances
preventing action in this area. The survey indicated that 39 agencies had not
followed this policy requirement. Where respondents had implemented an
EMS there was a significantly better environmental performance. Those
respondents with an EMS: identified less barriers to green procurement, set
more environmental targets, had undertaken more energy and water saving
initiatives, had a greater knowledge of the waste produced and were more
active in recycling. These findings demonstrate some of the benefits in having
an EMS, and some examples of good practice in relation to energy
performance targets are outlined in this report.

Reporting (Chapter 2)

13. Under section 516A of the Environment Protection and Biodiversity
Conservation Act 1999 Australian Government agencies are required to ‘report
on the effect of their actions on the environment and identify any measures to
minimise the impact of these actions on the environment’. Less than half of the
71 survey respondents (41 per cent) indicated that they had reported the effect
of their procurement actions on the environment. Given that the Australian
Government spent $17 billion on procurement in 2003-04, this should logically
be an area for inclusion in the reporting from larger agencies in particular. In
addition, some 80 per cent of respondents identified measures they were
taking to minimise the impact of their actions on the environment. Reporting
on environmental performance is likely to improve in some Australian
Government bodies in the future with 11 respondents indicating that they
were planning a triple bottom line report within the next three years. Currently
only two agencies produce triple bottom line reports. Such a report aims to
provide more detailed information on the social, economic and environmental
performance of the organisation.

Office stationery (Chapter 3)

14. In providing a diverse office environment for some 131 000 employees,
the Australian Government consumes a significant amount of paper, stationery
supplies and information and communications technology equipment. The
government procures over $20 million of paper each year. From the ANAO
survey, 42 per cent of respondents stated that they use recycled products.
Some 21 per cent also indicated that they use environmentally friendly
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Executive Summary

products such as ‘environment choice’. Almost 30 per cent of respondents
indicated that they use environmentally accredited suppliers. This ‘supply-
chain’ management approach to purchasing is an important mechanism to
encourage more sustainable practices in the market place. However, the
tensions between sustainable business practices and value for money are
illustrated through the result that paper with a recycled content cost
respondents, on average, 12.4 per cent more per ream.

Office equipment (Chapter 3)

15. Office equipment accounts for an estimated 15 per cent of the
Australian Government’s tenant light and power consumption giving rise to
about 60 000 tonnes of carbon dioxide equivalent greenhouse gas emissions.
The ANAO survey found that in relation to specifications or tenders for the
procurement of office equipment such as photocopiers and printers:

. 63 per cent of respondents gave higher consideration to multifunctional
devices over single function machines;

. 61 per cent of respondents used whole of life cycle costing assessments
as standard procedure;

° 55 per cent of respondents required energy management options to be
activated on their computers; and

° 83 per cent of respondents had energy management options on office
equipment that enabled office equipment to power down during non-
use periods.

16. While energy efficiency has significantly improved for office equipment

over time, all FMA Act agencies and CAC Act entities should ensure that
purchasing decisions meet government policy requirements in this area -
particularly in terms of applying whole of life cycle costing and the active
application of energy management options.

17. From the ANAO survey, only 24 per cent of respondents specify in
their information and communication technology (ICT) purchasing contracts
provisions for the recycling or reuse of computers. Computers can contain
lead, cadmium, mercury and brominated flame retardants in the plastics which
are a known health hazard. Evidence from a variety of studies indicates that in
2005, some 731 500 computers will go to landfill and this will involve
19 751 tonnes of material and some 7 400 tonnes of hazardous waste. However,
the number of computers becoming obsolete annually in Australia will
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continue to grow every year, to the point where in ten years, 1.77 million
personal computers will require end-of-life management every year.*

18. Advice from respondents during the course of the audit indicated that
Australian Government computers are either leased from private sector
providers or in the case of a small number of agencies, owned by the agency
itself. Advice from respondents and providers is that obsolete computers are
usually auctioned or provided to not-for profit organisations at the end of their
economic life. In the longer term, computer and ICT waste is likely to be a
major environmental problem. To address this, the ANAO has suggested that
product stewardship guidelines and specifications be introduced to reduce the
potential waste stream in this area.

Motor Vehicles (Chapter 3)

19. The Australian Government has set a target that requires the
Government fleet to contain at least 28 per cent of vehicles in the top half of an
emissions rating system - the Green Vehicle Guide (GVG) by December 2005.
The target was voluntary but was aimed at the entire Commonwealth fleet,
although it did not include the Department of Defence’s (Defence) commercial
fleet of fit for purpose and passenger vehicles (5 761 vehicles). Since the
introduction of the policy, the number of vehicles in the Australian
Government Fleet has reduced from 8 000 to 7 311 (June 2005). An analysis of
passenger vehicle greenhouse gas emissions indicates that since 1997-98,
Australian Government fleet emissions have decreased 17.3 per cent, which is
in line with a similar drop in fleet numbers.

20. Since the target was introduced, the proportion of vehicles achieving
the GVG target (that is the objective of the policy) has decreased from 17.9 per
cent to 12.5 per cent, as at June 2005. Consequently, it is unlikely that the GVG
target has had any significant impact to date and the 2005 target is unlikely to
be met. The Australian Taxation Office (ATO) is an exception and is one of the
very few agencies with large fleets that are likely to meet the target set for
2005.

21. Some of the main reasons for the lack of success were:

° financial discounts of up to 30 per cent for larger, less fuel-efficient
motor vehicles;

° the voluntary nature of compliance with the target: and

. a limited range of medium sized motor vehicles over 2 litres available
for lease.

4 Meinhart Infrastructure & Environment Pty Ltd report for multimedia Victoria (March 2004); Electronic
Waste Recycling Development Strategy for Victoria.
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22. The fleet target is planned for review in December 2005. The ANAO
has suggested that agencies review the energy efficiency of their fleets and
consider measures to improve their GVG scores in future lease contracts. A
range of measures to reduce greenhouse gas emissions, such as emissions
offsets programs that are already being implemented by a small humber of
Australian Government agencies, could be considered. These programs offset
emissions through tree planting or investment in other projects that reduce
greenhouse gas emissions.

Water efficiency (Chapter 4)

23. With water restrictions in place throughout much of Australia during
2005, Government agencies should be aware of their water consumption and
the need for conservation measures. While there is currently no policy
requirement, it is clearly an area where agencies can potentially lead by
example to reduce consumption and lower their costs and impact on the
environment.

24. The ANAO survey found that most agencies had done little to reduce
water consumption although a number of respondents had taken positive
steps such as flow reduction measures (30 per cent), leak detection (35 per cent)
and installing water metering (28 per cent). More positively, 59 per cent of
agencies had installed water efficient dishwashers. While measuring actual
water use remains an issue, research for the Department of the Environment
and Heritage has estimated water use of Commonwealth bodies at
approximately 19 100 ML/year and potential savings of 2 300 ML/per annum
could be achieved if more agencies introduced water saving measures. If
achieved, this would have the added bonus of providing financial savings of
$5.28 million per annum, although these savings would accrue throughout the
supply chain (that is building owners and service providers as well as tenants).

Waste minimisation (Chapter 4)

25. The ANAO survey identified some of the good practices being
implemented by a small number of agencies in terms of reusing materials,
reducing the waste stream and lowering cost overheads in office
refurbishments. From the ANAO survey, only 12 agencies indicated that they
conducted whole of life cycle costing assessment as a standard procedure
when entering into contracts for office refurbishments. However, Defence and
DIMIA have actively sought to achieve best practice in the recycling of
building and demolition with over 90 per cent being achieved in two large
building demolitions.

26. In more general waste management, the survey indicated that,
65 per cent of agencies were able to report on their waste management costs.
The median cost of office waste management was $43.50 per person in 2003-04.
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For many agencies, there was little or no information available on their waste
costs or volumes and this remains a key constraint for progress in terms of
more sustainable business practices in this area.

217. Nevertheless, all agencies surveyed stated that they recycled their
paper waste and there were high levels of recycling of toner cartridges.
However, agencies recycle very little of their co-mingled and green waste.
Only 16 of the 71 agencies could specify any actions being undertaken to assist
the Government to meet its commitments to reduce packaging waste. As a
minimum, agencies should consider inserting clauses in purchasing contracts
to reduce packaging waste. This would assist the Australian Government in
complying with its commitments to reduce waste under the National
Packaging Covenant.

Whole of Government energy reporting (Chapter 5)

28. The Australian Government has had a long-standing policy to improve
energy performance in Australian Government operations. The goal of the
Australian Government’s energy policy is to improve energy efficiency, and
consequently, reduce the environmental impact of Government operations,
and by so doing, lead by example.’

29. Since the introduction of energy efficiency measures, there is evidence
to suggest that the energy intensity of Australian Government operations has
improved substantially as agencies have undertaken a range of energy
conservation measures. In terms of energy consumption for tenant light and
power (which accounts for some 14 per cent of total energy consumption in the
Australian Government):

° compliance has improved from 35 per cent of agencies complying with
the Governments energy target® in 1999-00 to 58 per cent of agencies in
2003-04; and

° average energy use per person has improved from 11 758 MJ/person in
1999-00 to 8 643 MJ/person in 2003-04.

30. As the largest energy-consuming agency, Defence has taken significant

steps to improve its total energy use. While energy performance on Defence
Establishments (which includes military bases and barracks) has improved
from 1999-00 to 2002-03, it deteriorated in 2003-04 by almost 6 per cent. This is
largely because of increasing Defence requirements, increases in personnel and
improvements or expansion to Defence facilities. However, there are still

® Department of the Environment & Heritage; Energy Use in the Australian Government's Operations; 2003—
04 page 455.

®  The Government energy target for tenant light and power is 10,000 mega joules (MJ) per person
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substantial energy conservation measures outstanding from an earlier energy
efficiency program. It would be highly desirable to offset increases in energy
use with sub-metering and energy conservation measures in all major sites as
soon as practicable.

31. In terms of the accuracy of the aggregate Australian Government
energy use, the ANAO found that energy efficiency has improved over time
and substantial savings have been achieved because of the policy. However,
the 15 per cent improvement noted in the 2003-04 report did not take into
account that Defence reclassified the majority of its diesel and petrol
consumption into ‘Defence Operations’; a category not included in aggregate
government energy consumption reductions. This was done by Defence to
provide a more accurate classification of their energy use but was not taken
into account by the Department of the Environment and Heritage (DEH) in
reporting the reduction in total energy consumption for 2003-04.
Consequently, the ANAO considers that the published reductions in energy
consumption should be adjusted by some 44 per cent (1997-98 to 2003-04). In
other words, the total savings achieved have been closer to nine per cent than
the reported 15 per cent. DEH has advised that greater emphasis will be given
to energy intensity measures in future reports.

Energy efficiency initiatives in Australian Government agencies
(Chapter 6)

32. Compliance with energy management requirements has been variable
across the Australian Government. The ANAO identified that most
respondents were undertaking some energy efficiency initiatives. However,
this was not reflected in any depth across the range of total office spaces
occupied by respondents. An analysis of responses indicated that 20 per cent of
office tenancies had been energy audited and only 21 per cent of office
tenancies had energy efficient lighting installed.

33. Respondents that had undertaken energy efficiency initiatives had
improved their energy intensity significantly. Respondents with energy plans
achieved reductions in energy consumption of 20 per cent as opposed to the
9 per cent achieved by agencies without these plans. Agencies that have
undertaken energy audits, in at least one office space, achieved a 19 per cent
reduction in energy consumption as opposed to the 10 per cent achieved for
those that did not. Considerable gains were found by agencies that introduced
timer switches on heating and lighting (32 per cent reduction in energy use
compared to 2 per cent for those who had not taken this action) and in sensor
switches (25 per cent reduction in energy use compared to 7 per cent for those
who had not taken this action).
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Overall audit conclusion

34. The audit has identified a small number of better practice examples of
green office procurement across the Australian Government. However, overall
there were significant shortcomings identified in terms of the application of
whole of life cycle costing and in the management of the environmental
impacts of procurement decisions. Compliance with Australian Government
policy requirements has improved over time in areas such as energy efficiency
in buildings with important greenhouse gas emissions and cost savings being
achieved.

35. While green procurement in areas such as purchasing recycled paper
can cost more, financial savings of almost $10 million per annum could be
achieved if agencies were more proactive in energy and water conservation in
particular. However, it is noteworthy that over a quarter of surveyed agencies
indicated to the ANAO that agency budgetary constraints or processes do not
allow green office procurement even though this might produce longer-term
financial savings for the agency.

36. Australian Government agencies as a whole have been successful in
meeting the Government’s expectations in improving energy efficiency in
office buildings. Centrelink has been a leading agency in this regard. Agencies
are well placed to meet future energy efficiency requirements. The actions
taken by agencies such as Defence and DIMIA in the recycling of building and
demolition waste have also been good practice.

37. However, performance in managing motor vehicle emissions, reducing
or recycling general office waste and conserving water has been variable and
in the majority of cases, poor. Implementing EMSs (one of the key
management controls designed to improve environmental performance) has
been slow and few agencies have met the timetable originally envisaged by the
Government. In addition, the audit has highlighted the absence of specific
requirements in areas such as waste management and water conservation and
shortcomings in agencies meeting the Government’s stated objective to be at
the forefront of environmental purchasing practices. As a conseguence,
sustainable development has not, as yet, been fully integrated into Australian
Government operations.

38. Because of the scale of Australian Government operations, even small
improvements in these areas are likely to have positive environmental impacts.
The ANAO has made 16 recommendations that have been designed to enhance
the performance of Australian Government agencies in green office
procurement and sustainable development practices. The final
recommendation aims to strengthen the sustainability framework for
Australian Government operations through measures such as promoting best
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practice green office procurement and the measurement and mandatory
reporting on progress towards sustainability targets.

Agencies’ response

39. 43 agencies or entities responded to the audit. Generally, agencies and
entities agreed with or were generally supportive of the recommendations.
Qualifications were made by a small number of agencies to particular
recommendations. In these cases, the qualifications related to a perceived need
for further guidance, the relative size of an agency or to resource constraints.
Two agencies disagreed with some parts of recommendations, (the
Department of Defence and the Department of Health and Ageing). This was
because of conflicting administrative requirements and processes.

40. The lead agency responsible for much of the policy concerning green
office procurement, the Department of the Environment and Heritage
commended the ANAO for the work done on this audit. The Department
considered that the audit report will assist them in their work of encouraging
agencies to improve their environmental performance. The documented cost
savings and performance benefits from initiatives pursued by agencies audited
will also be of value to those still considering further actions.

41. The Department noted that while they generally support the
recommendations, their capacity to achieve improvements in the
environmental performance of other agencies was limited. Resources available
for this work needed to be used strategically. DEH considered that
environmental purchasing (and a commitment to improved environmental
performance generally) needed to become standard practice across the
Australian Government. While there is a strategic role for DEH in that process,
primary responsibility for performance needs to rest with government
agencies themselves.

42. To this end, DEH are proposing to develop a new policy framework for
agency environmental performance in 2006, which will assist in setting
priorities for future agency action. As part of this, the Department will develop
a new website to allow content from DEH and from other agencies to be
presented as a one stop shop for the public sector.’

" Responses from the Department of the Environment and Heritage, the Department of Finance and
Administration and the Department of Defence
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Recommendations

Listed below are the recommendations discussed in the body of the report.
Recommendations to Secretaries of Departments and agency Chief Executives applies
to all Financial Management and Accountability Act 1997 (FMA Act) agencies and

Commonwealth Authorities and Companies Act 1997 (CAC Act) entities.

Recommendation
No. 1

Para 2.4

Recommendation
No. 2

Para 2.11

In order to ensure that environmental considerations are
integrated into procurement decisions the ANAO
recommends that FMA agencies and CAC entities (where
they have not already done so), amend their Chief
Executive Instructions or internal policies as appropriate
to require purchasing officials to have regard to whole
of life cycle assessment and the Environmental
Purchasing Guide in their purchasing decisions.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation.

In order to enhance the accessibility and quality of
guidance on green procurement, the ANAO recommends
that the Department of the Environment and Heritage,
in consultation with the Department of Finance and
Administration and other agencies as appropriate:

@ enhance the accessibility of information on green

procurement;

(b) include examples of ‘whole of life cycle’
assessment as an integral part of procurement;
and

(©) ensure that all information is regularly updated
and supported with better practice examples
where practicable.

Agencies Response:

The Department of the Environment and Heritage
agreed with this recommendation.
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Recommendation
No. 3

Para 2.22

Recommendation
No. 4

Para 2.30

Recommendations

In order to improve sustainable business practices and
strengthen compliance with government policy, the
ANAO recommends that FMA agencies and CAC
entities (where they have not already done so) give
further consideration to:

@ implementing an EMS based on 1SO 14001 or an
equivalent standard for their organisation; and
accrediting at least one of their larger sites to 1SO
14001 or an equivalent standard; or

(b) advising their Minister if there are particular
circumstances preventing action in this area (for
example, where the costs may outweigh the
benefits for smaller agencies).

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however one entity qualified
their agreement.

In order to improve the quality and consistency of
sustainable practices, the ANAO recommends that FMA
agencies and CAC entities (where they have not already
done so), consider implementing challenging but
realistic targets in water, energy, waste, and vehicles as
part of the design and implementation of their
Environmental Management Systems.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation.
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Recommendation
No. 5

Para 3.12

Recommendation
No. 6

Para 3.30

In order to improve the value for money from common
office goods and services and the consistency of
sustainable practices, the ANAO recommends that:

@ the Department of the Environment and
Heritage in consultation with relevant agencies,
investigate the scope for benchmarking the
environmental attributes and indicative value for
money of common office goods and services
across agencies; and

(b) FMA agencies and CAC entities consider the
opportunities for group purchasing clusters for
the procurement of common office goods where
appropriate.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however, two of these agencies
qualified their agreement.

In order to improve the impact of the energy
requirement in office equipment purchases and the
management of electronic waste, the ANAO recommends
that:

@ the Department of the Environment and
Heritage and the Department of Finance and
Administration include, as part of their agency
guidance, good practice principles in relation to
managing surplus or obsolete computer and ICT
equipment (including appropriate stewardship
clauses in ICT contracts); and

(b) FMA agencies and CAC entities (where they
have not already done so), ensure that, in line
with current government policy, all new
appliance purchases include a provision for a 4-
star or better energy rating under the Appliance
Energy Efficiency Rating Label Scheme, where
available and fit for purpose.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however, three of these
agencies qualified their agreement.
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Recommendation
No. 7

Para 3.61

Recommendation
No. 8

Para 3.68

Recommendations

In order to reduce emissions from the Australian
Government’s vehicle fleet, the ANAO recommends that
the Department of the Environment and Heritage in
consultation with the Fleet Monitoring Body in the
Department of Finance and Administration and other
agencies, consider, as a priority within the planned
review of the policy:

@ measures to encourage greater energy efficiency
in future wvehicle leasing arrangements or
purchases within the Australian Government
fleet; and

(b) setting appropriate individual fleet energy
efficiency targets for agencies (including for the
Department of Defence fleets), in consultation
with agencies, so that each agency is clear on
what is required.

Agencies Response:

The Department of the Environment and Heritage
agreed with this recommendation.

In order to improve the environmental performance of
the Australian Government fleet, the ANAO
recommends that FMA agencies and CAC entities
(where they have not already done so), consider, where
practicable and consistent with current Government
policy, options to reduce greenhouse gas emissions.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however, two of these agencies
gualified their agreement.
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Recommendation
No. 9

Para 4.11

Recommendation
No. 10

Para 4.24

In order to improve the quality and consistency of more
sustainable water management practices, the ANAO
recommends that:

@ the Department of the Environment and
Heritage provide better practice guidance to
agencies and entities on the costs, benefits and
indicative payback periods from the adoption of
water conservation practices; and

(b) FMA agencies and CAC entities (where they
have not already done so), consider appropriate
targets and cost effective measures to reduce
water consumption.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however, one entity qualified
their agreement.

In order to improve sustainable practices in office
refurbishments or fit-outs, the ANAO recommends that
FMA agencies and CAC entities (where they have not
already done so):

(@ ensure that whole of life cycle assessments for
building construction, office refurbishments and
fit-outs explicitly include environmental impacts
with the aim of achieving reductions in waste to
landfill and improving value for money over the
longer term; and

(b) consider measuring and reporting on the
environmental management of major
refurbishments as part of reporting on
sustainability in their annual report.

Agencies Response:

41 agencies and entities agreed with or were supportive
of this recommendation, however, one agency qualified
their agreement. The Department of Health and Aging
and the Department of Defence disagreed because of
their need for further guidance in relation to part (b).
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Recommendation
No. 11

Para 4.35

Recommendation
No. 12

Para 5.30

Recommendations

In order to improve the quality and consistency of
sustainable practices, the ANAO recommends that FMA
agencies and CAC entities (where they have not already
done s0), consider the introduction of cost effective:

@ commingled and organic waste recycling
schemes for office waste management; and

(b) clauses in purchasing contracts to minimise
packaging waste.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however, one agency qualified
their agreement.

In order to improve the quality and consistency of
reporting on Energy Use in Australian Government
Operations, the ANAO recommends that the Department
of the Environment and Heritage focus reporting on
changes in energy intensity in future reports and include
appropriate caveats on any reported changes in total
energy consumption.

Agencies Response:

The Department of the Environment and Heritage
agreed with this recommendation.

ANAO Audit Report No.22 2005-06
Cross Portfolio Audit of Green Office Procurement

31



Recommendation
No. 13

Para 6.20

In order to reduce energy consumption in Australian
Government operations and improve compliance with
Government policy, the ANAO recommends that FMA
agencies and CAC entities (where they have not already
done so0):

@ consider introducing energy management plans
that take into account operational and property
management requirements across the portfolio;

(b) conduct energy audits, where appropriate, to
determine high priority energy savings that can
be made across the organisation;

(©) ensure that separate digital metering for tenant
light and power and for central services is
standard practice at all major sites with ongoing

leases; and

(d) implement all energy conservation initiatives
that are cost effective within remaining lease
periods.

Agencies Response:

42 agencies and entities agreed with or were supportive
of this recommendation, however, three of these
agencies qualified their agreement. The Department of
Defence disagreed with part (d) of the recommendation
on the basis that funding decisions for energy initiatives
are considered on their merits within overall facility
funding.
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Recommendation
No. 14

Para 6.37

Recommendation
No. 15

Para 6.45

Recommendations

In order to improve the sustainability and leadership
role of the Australian Government in good building
design the ANAO recommends that FMA agencies and
CAC entities (where they have not already done so):

@ consider an appropriate energy rating scheme for
their existing property portfolio such as the
Australian Building Greenhouse Rating; and

(b) develop an efficiency target for portfolio
tenancies and buildings using this energy rating
scheme.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however one agency qualified
their agreement. The Department of Health and Aging
disagreed with part (a) of the recommendation. Health
commented that ‘while the Department agrees with an
energy-rating scheme for new properties, they do not
support it for existing properties. The Department
considers that like many agencies housed in older stock,
the exercise of evaluation is not regarded as cost
effective given the remaining lease period.

In order to improve compliance with government policy
and strengthen sustainable business practices, the
ANAO recommends that FMA agencies and CAC entities
(where they have not already done so) consider joining
the Greenhouse Challenge Plus program.

Agencies Response:

43 agencies and entities agreed with or were supportive
of this recommendation, however, five of these agencies
gualified their agreement.
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Recommendation
No. 16

Para 7.11

In order to strengthen the sustainability framework for
Australian  Government operations, the ANAO
recommends that the Department of the Environment
and Heritage pursue strategies to:

@ achieve best practice green office procurement by
Australian Government agencies and entities, in
energy efficiency, water conservation, waste
management and in procurement practices by an
appropriate date (such as 2008-09);

(b) update current policies and targets and introduce
additional required targets to reflect the
commitments in each of the areas identified
above;

(©) develop a comprehensive website and
communications program to advise Australian
Government agencies and entities on the
requirements and mechanisms to achieve the
targets; and

(d) regularly measure performance against the
targets and monitor and review the targets and
policies in terms of their alignment with better
practice; and

(e) require reporting on progress towards
sustainability targets.

Agency Response:

The Department supported this recommendation in
general, but noted that there are limitations on what
strategic actions they can pursue across a range of issues
at once. The Department proposes to develop a strategic
framework for public sector environmental performance
(no such framework currently exists). This framework
will contain agreed principles, which can then inform
further policy development in specific areas, such as
water and waste. This further work can be a mix of
updating existing policy and developing new policy in
areas currently not addressed, such as water efficiency.
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The Department will set up a new website to act as a
portal for information on sustainability in government,
which will be a key mechanism for communications to
agencies and other stakeholders. It will be accompanied
by an email discussion list open to agency staff that will
enable them to share ideas and experiences as a
network. In their public consultation, the Department
will assess options for improving the quality and scope
of current reporting by agencies.

The Department agreed with parts (c) and (d) of this
recommendation. A new website and communication
strategy are identified requirements that are being
considered in the finalisation of the revised energy
policy for Government Operations.

Agency energy performance is monitored annually
through WOGER. Agencies data are reviewed and
monitored through the EDGAR data validation process
to provide feedback on performance in relation to
targets and policy requirements.
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1. Background

This chapter provides a definition of green office procurement, an overview of the
procurement policy environment, and an explanation of what is encompassed in green
office procurement and why it is a priority for Australian Government agencies.

What is green office procurement?

11 The Australian Government has indicated that it is seeking to be at the
forefront in environmental purchasing practice through:

° buying goods and services that seek to minimise possible
environmental impacts;

. working with industry to encourage continuous reduction in the
adverse environmental impact of goods and services; and

° assessing the environmental impact of goods and services against
informed and internationally recognised standards and methods.’

1.2 Procurement of goods and services by Australian Government agencies
was valued at over $17 billion in 2003-04°. This makes the Australian
Government a significant purchaser of a range of goods and services, from
office supplies through to building management services. The impact of
government procurement practices can include greenhouse gas emissions from
energy consumption in buildings and vehicles, waste to landfill from paper,
equipment and office refurbishments as well as the over consumption of scarce
natural resources such as fresh water. For the purposes of the audit, the ANAO
considered green procurement to be procurement activity that takes into
account environmental impacts.

13 Some 126 different agencies are involved in procuring office supplies,
diverse materials and equipment, office facilities, maintenance and building
services. This means that agencies collectively have the potential to influence
the market through their purchasing decisions.

The procurement policy environment

14 The National Strategy for Ecologically Sustainable Development was
developed in 1992 by the previous Australian Government and subsequently
endorsed by the current Government. It provides broad strategic directions
and framework for governments to direct policy and decision-making. The

8 Greening of Government Website <http://www.deh.gov.au/industry/agency-

performance/purchasing/policy.html>

®  Department of Finance and Administration database on contracts
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Strategy facilitates a coordinated and co-operative approach to ecologically
sustainable development (ESD) and encourages long-term benefits for
Australia over short-term gains.

15 The Financial Management and Accountability Act 1997 (FMA Act) sets
out the legal accountability framework for core Australian Government
agencies. Section 44 of the FMA Act requires a Chief Executive to manage the
affairs of the agency in a way that promotes proper use of the Commonwealth
resources for which the Chief Executive is responsible. For the purposes of the
FMA Act, proper use means efficient, effective and ethical use. The
Commonwealth Procurement Guidelines (CPGs) are issued by the Minister for
Finance and Administration under Regulation 7 of the Financial Management
and Accountability Regulations 1997 about matters relating to the procurement
of property and services. Officials performing duties in relation to the
procurement of property or services must have regard to the CPGs.

1.6 The Finance Minister’s (CAC Act Procurement) Directions 2004 apply
to relevant Australian Government entities subject to the Commonwealth
Authorities and Companies Act 1997 (the CAC Act). The Finance Minister’s
(CAC Act Procurement) Directions 2004 (the directions) require relevant CAC
Act bodies to have regard to the CPGs when engaged in duties related to the
procurement of property or services, and to comply with the mandatory
procurement procedures in all circumstances for procurements covered by the
CPGs. The Directions also advise relevant CAC Act bodies on interpreting the
CPGs within the context of their legislation and the regulations.

1.7 In January 2005, the Department of Finance and Administration
(Finance) released the revised Commonwealth Procurement Guidelines. Value
for money remains the core principle governing procurement practice in
agencies subject to the FMA Act. The guidelines emphasise that this principle
requires ‘an assessment of alternative procurement options to select the option
that achieves the required procurement objective (outcome) and represents the
best value for the Government, while taking into account all relevant:

. ‘costs and benefits over the whole procurement cycle (whole of life
cycle costs); and

° legislation and Government policies - including measures
implementing international obligations in respect of government
procurement, whether or not such policies are stipulated in the

guidelines’."

0 Adapted from Department of Finance and Administration; January 2005, ‘Guidance on Complying with
Legislation and Government Policy in Procurement’; Financial Management Guidance No 10; Page 3.
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1.8 For agencies subject to under the FMA Act, compliance with these
policies is reinforced through regulation 9 that states that:

an approver must not approve a proposal to spend public money (including a
notional payment within the meaning of section 6 of the Act) unless the
approver is satisfied, after making such inquiries as are reasonable, that the
proposed expenditure: (a) is in accordance with the policies of the
Commonwealth; and (b) will make efficient and effective use of the public
money...

1.9 The main environmental policies relevant to office procurement are
outlined in Table 1.1.
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Table 1.1

Environmental framework for green office procurement

Strategy or guidance

Relationship with procurement

The National Greenhouse Strategy and measures
for Improving Energy Efficiency in Commonwealth
Operations

These policies set mandatory energy use targets for
lights and power for new leases and major
refurbishments in Government office buildings. For
tenant light™ and power the performance target is 10
000MJ per person per annum while for central
services it is 500 MJ/metre* More specific policies
also apply.

All new appliances must have minimum energy
ratings and power management features, and
agencies must purchase office equipment that
complies with the US Environment Protection
Agency Energy Star standard (where available and
fit for purpose).

Government Fleet Targets

For Australian Government agencies, there is a
target to increase the proportion of vehicles in the
top half of the Green Vehicle Guide from 18% to
28% by December 2005.

The Green Office Guide (2001)

The Green Office Guide provides information for
procurement officers on buying environmentally
friendly equipment and suggests agencies give
preference to products and services identified as
‘environmentally preferable’ where quality, function
and costs are equal or superior.

The Environmental Purchasing Guide and
Checklists

The Environmental Purchasing Guide provides
voluntary guidance on how to include environmental
issues in value for money decision-making.
Checklists cover the key types of goods and services
purchased by the Australian Government.

The National Government Waste Reduction and
Purchasing Guidelines

Agencies are expected to adopt waste reduction and
purchasing plans.

The National Packaging Covenant Commonwealth
action plan

The Covenant between the States, Territories and
Australian Government outlines key actions to
reduce the waste generation and environmental
impacts of packaging (including packaging of goods
purchased or produced by the Australian
Government). It also encourages the purchase of
recycled content products.

Environment Protection and Biodiversity
Conservation Act 1999

Section 516 A of the Act specifies that agencies
must include information about their performance on
Ecologically Sustainable Development and actions
on the environment (including measures to minimise
the impact of the agency on the environment) in their
annual reports.

Source: Department of Finance and Administration January 2005 Pages 14-15 and the Environment Protection and

Biodiversity Conservation Act 1999 (s516A)

! Refer to section 5.2.1 and 5.2.2 for definitions on central services and office tenant light and power.
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1.10 There is evidence of financial as well as environmental benefits in
adopting green  procurement  practices. Buying  energy-efficient,
environmentally friendly equipment can provide substantial savings in
electricity use.” The Green Office Guide indicates that savings (such as from
introducing energy efficient lighting, photocopiers and computer equipment)
of up to $180 per 1 000 kilowatt-hours of energy cutting up to 80 per cent off
the electricity bill. Better practice energy conservation can also cut
20-30 per cent off the air-conditioning costs in summer. This is because
electronic equipment generates heat that requires additional cooling. Paper
costs can be almost halved simply by printing double-sided. Using recycled
paper saves trees. Every 100 reams of recycled office paper that is printed
double-sided saves two trees, more than a tonne of greenhouse gas and almost
a cubic metre of landfill space compared to 100 reams of paper that is not
recycled or printed double-sided.™

International experiences in green office procurement

1.11 In January 2002 the Organisation for Economic Cooperation and
Development (OECD), member countries agreed on a Council
recommendation to improve the environmental performance of public
procurement. The preamble to the recommendation noted that the scale of
government purchases ‘is such that greener public purchasing policies can:

° contribute to the development and diffusion of products and services
which are less environmentally-damaging; and

y 14

. result in more cost-effective procurement practices’.
1.12  Members agreed to eight steps that included:

° incorporating environmental criteria into public procurement of
products and services, along with price and performance criteria;

° introducing financial, budgeting, and accounting measures to ensure
that public procurement policies and practices consider the
environmental costs of products and services; and

. the development of indicators to monitor and evaluate programs and
policies.

2 Good Environmental Choice Australia (The Australian Environmental Labelling Association-AELA) in

association with Clean Up Australia The State of Green Procurement in Australia (2004) Pages 64-69

'3 Australian and New Zealand Minerals and Energy Council and produced by the National Appliance and
Equipment Energy Efficiency Committee (2001). Green Office Guide; A Guide to help you buy and use
environmentally friendly office equipment.

¥ Recommendation of the Council on Improving the Environmental Performance of Public Procurement; 23

January 2002 — C(2002) 3.
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1.13  Green Public Procurement was also specifically mentioned in the Plan
of Implementation for the World Summit on Sustainable Development, held in
Johannesburg in December 2002. The Plan ‘encouraged relevant authorities at
all levels to take sustainable development considerations into account in
decision-making and to promote public procurement policies that encourage
development and diffusion of the Environmentally sound goods and

services’.”

1.14 Since 1997 sustainable development has been recognised as an
overarching goal of the European Union. In March 2004 the EU adopted public
procurement directives to encourage the adoption of environmental
considerations in technical specifications selection and award criteria and
contract performance clauses.

1.15 In North America, the green purchasing initiative of the Commission
for Environmental Cooperation (involving the governments of the USA,
Canada and Mexico) has highlighted the business case for green procurement.
The initiative indicated that Governments and companies are buying green
because it results in benefits such as reducing overall costs, the opportunity to
use materials more effectively, improving employee health and stimulating
markets for innovative new products and services.”

1.16  There are also a large number of organisations and websites established
to assist governments, companies, consumers and interested parties to
establish or expand green procurement. Examples include:

° the Centre for a New American Dream's Procurement Strategies
Program, (that helps U.S. state and local governments and other large
purchasers incorporate environmental considerations into their
purchasing);

° Consumer’s Choice Council, (an association of 66 environmental,
consumer, and human rights groups from 25 countries that supports
ecolabeling and seeks to ensure that consumers have the information
they need to purchase greener, more socially just products);

° Environmentally Preferable Purchasing Program and Database, (from
the U.S. Environmental Protection Agency that provides a
comprehensive source of information on green purchasing);

5 European Union (2004); Buying Green! A handbook on environmental public procurement. Page 7

*  The Commission aims to build North American markets for renewable energy and other green products

and to facilitate green trade through ecolabeling and green purchasing. Serves as the Secretariat for the
North American Green Purchasing Initiative, a clearinghouse of information for manufacturers,
purchasers, and suppliers.
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° Japan's Green Purchasing Network (an association of some 2 700
organisations, including corporations, government authorities, and
environmental and consumer groups, that promotes the ideas and
practices of green purchasing in Japan); and

° United Nations Environment Programme Sustainable Procurement
Website that offers information about UN and multilateral efforts to
promote sustainable procurement and that links to a database listing
initiatives worldwide as well as product-specific criteria.

Audit objectives and scope

Audit Objective

1.17  The objective of the audit is to assess and report on the progress being
made by agencies subject to the Financial Management & Accountability Act 1997
and entities subject to the Commonwealth Authorities & Companies Act 1997:

. in realising value for money from the procurement process with a
specific focus on buildings, services and products using whole of life
cycle assessments; and

. in the consideration and management of environmental impacts in
specifications and contracts.

1.18 The emphasis of the audit was on green office procurement and
sustainable business practices and the value for money within this context. As
such, the audit report provides a status report on the implementation of ESD
within the office environment of the Australian Government.

Audit Scope

1.19 The audit surveyed 71 Australian Government agencies. Coverage
included representative parts of all Departments of State and 35 per cent of all
budget funded agencies (both CAC and FMA). The surveyed agencies covered
over 95 per cent of the total contracts by value entered into by Australian
Government agencies. The complete list of agencies examined is outlined in

Appendix 2,

7 The Department of Defence contains a mix of functions. The audit focused primarily on Defence’s office
function, rather than on operations and non-office based establishments (with the exception of the
discussion on energy).
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1.20

The audit considered the procurement practices of government

agencies in the following areas:

1.21

agency awareness of and compliance with Australian government
policies and guidance, particularly in relation to whole of life cycle
assessments and mandatory energy policies;

an assessment of how useful central agency guidance has been;
the implementation and impact of EMSs;

the quality of reports to Minsters and Parliament on green procurement
issues;

actual practices in energy and water efficiency and conservation, the
procurement of equipment and services, waste management and office
vehicles; and

an assessment of barriers to the implementation of green procurement.

An overview of some of the organisations included in the audit is set

out below in table 1.2.
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Table 1.2
Examples of agencies included in the audit by size
Suppliers
Examples of (Expen_ses from | Environmental Total Engrgy
organisations ordmgry Management Use (Gi a
activities) System (EMS) Joules)
$:00018
Yes — one EMS
covering 0.25 per
cent of Centrelink
Centrelink 646092 | Office sites and 1 449 116
per cent of full time
equivalent staff, a
corporate EMS is
Large under development
organisations
Yes — covers
(25) approximately 2
per cent of sites
Defence 5302 089 plans to have EMS 16 506 172
covering all major
sites by 2008
Au_strallan Tax 753 106 Yes — covers the 329 843
Office 35 major sites
Health Insurance No EMS — Plans to
o 204 698 implement by mid 96 190
Commission
2006
Medium Dept of the Prime No EMS - Plans to
organisations Minister and 20 158 implement in early 9391
(19) Cabinet 2007
S No EMS - no
Civil Aviation
Safety Authority 34 954 plans for _ 14 795
implementation
Australian Public Yes — one EMS
Service 14 026 covering 16 per 2142
Commission cent of sites
small Great Barrier Reef
organisations reat barner kee _
9 Marine Park 10734 | NOEMS —plans to 11 667
27 Authority implement in 2006
Australian Sports 3978 No EMS_— no 1568
Drug Agency plans to implement

Source: ANAO survey of green office procurement

18 Extracted from Departmental Annual Reports 2003-04 (Suppliers; Expenses from ordinary activities)

19 Extracted from Energy Use in Australian Government Operations 2003-04.
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Audit methodology and structure

1.22 The audit was undertaken using a combination of: a survey and a
validation of a sample of 12 Australian government agencies, a series of case
studies on green procurement issues and statistical information gathered from
the Department of Finance and Administration (Finance) and the Department
of the Environment and Heritage (DEH).

1.23  The audit surveyed most materially significant agencies as well as a
representative selection of other medium and smaller sized agencies. Some
agencies were not included because:

° the agency had already been covered in a recently tabled audit or had
been included in an audit on procurement currently in progress;

. the agency had been restructured or was now being incorporated into a
department;

° the agency was a specialist agency not typical of office administration;
or

. the agency was a trust fund or tribunal with no significant office

environment.

1.24  Where agencies such as Defence and the Australian Customs Service
had a mix of office and other activities that are difficult to separate, the audit
sought to focus on materially significant areas with large office components. In
Defence, the audit included all major office sites as well as Defence
Establishments as relevant.

1.25 A sample of total agency responses was validated through an
examination of 12 government agencies, representing 17 per cent of responses.
In addition to the survey response, contracts and tenders were reviewed in a
selection of the larger agencies, and interviews were conducted with relevant
officers and contractors. This additional information was used to develop a
more complete and accurate understanding of the office procurement
processes in agencies.

1.26  The survey was developed in consultation with DEH and Finance. The
survey questions were tested with seven agencies, prior to the survey, to
ensure questions were technically accurate and answerable. These agencies
were also surveyed. The ANAO also consulted with the Office of Sustainability
in the Chief Minister’s Department of the Australian Capital Territory (ACT)
because of the significance of Australian Government practices in this area to
the ACT. The survey format was designed, conducted and collated by ORIMA
Research Pty Ltd.
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Report outline
Figure 1.1
Report Outline

Background

Chapter 1
Background

- What is green office procurement?
- The procurement policy environment
- Audit objectives, scope and methodology

Chapter 2
Agency Policies and
Procedures

- Guidance to agencies

- Procurement and environmental
management systems

- Reporting

Chapter 3
Office Stationery,
Equipment and
Vehicels

- Office Stationery and consumables

- Photocopiers and printers

- Information and communication technology
(ICT) equipment

- Motor vehicles

Chapter 4
Water and Waste

- Water efficiency
- Building and refurbishment waste
- Waste mangement

Source: Developed by the ANAO
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Audit conduct

1.27 The audit was conducted in accordance with ANAO Auditing
Standards. The audit commenced in February 2005 and the bulk of the
fieldwork was conducted between February and July 2005. The total audit cost
was $328 252.
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2. Agency Policies and Procedures

This chapter examines the green procurement policies and procedures in place for
government agencies. Chief Executive Instructions, guidance to agencies, training and
awareness, Environmental Management Systems and reporting are also examined.

Chief Executive Instructions (CEIls) and internal policies

2.1 For agencies subject to the Financial Management Accountability Act 1997
(FMA Act) the chief executive instructions or internal policies explain the goals
and policies of an agency and are determined by the head of the agency. For
entities subject to the Commonwealth Authorities and Companies Act 1997, (CAC
Act) procurement decisions are regulated through the Finance Minister’s (CAC
Act Procurement) Directions 2004 as well as by the internal policies and
procedures of individual entities. There is no one-size-fits-all model for CEls or
internal policies although for FMA Act agencies, Chief Executives must
manage the affairs of the Agency in a way that promotes the proper use of the
Commonwealth resources for which the Chief Executive is responsible. If
compliance with the requirements of the regulations, Finance Minister's
Orders, Special Instructions or any other law would hinder or prevent the
proper use of those resources, the Chief Executive must manage so as to
promote proper use of those resources to the greatest extent practicable while
complying with those requirements.”

2.2 Through the ANAO survey, the audit tested whether CEls or internal
policies, provided a framework or outlined requirements relating to the
procurement of goods and services. CEls and internal polices provide a
starting point for assessing whether internal controls are adequately
documented and/or understood by officials.

2.3 From the ANAO survey responses, most agencies (92 per cent) had
high-level documentation in their CEls or internal policies relating to value for
money in procurement. However, around half of agencies indicated that they
did not have instructions or internal policies in relation to whole of life cycle
costing while less than half had references to minimising environmental
impacts (42 per cent) and compliance with government policies and targets
(48 per cent). In the Australian Government’s devolved business environment,
leadership is an important factor in promoting better practice in office
procurement. High level references to whole of life cycle assessment,
minimising environmental impacts and using the Environmental Purchasing

% This point is made in Finance Circular No 2004/15 in relation to Chief Executive Instructions. Under
section 44 0f the FMA Act, proper use means efficient, effective and ethical use.
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Guide may strengthen consideration of these matters and assist agencies in
their purchasing decisions.

Recommendation No.1

2.4 In order to ensure that environmental considerations are integrated into
procurement decisions the ANAO recommends that FMA agencies and CAC
entities (where they have not already done so), amend their Chief Executive
Instructions or internal policies as appropriate to require purchasing officials
to have regard to whole of life cycle assessment and the Environmental
Purchasing Guide in their purchasing decisions.

Agencies’ response

25 43 agencies and entities agreed with or expressed support for this
recommendation.

Guidance to Agencies

2.6 The audit examined the extent to which guidance from the Greening of
Government Website” and other DEH guidance have been beneficial to
procurement practice. Survey responses indicated that while the majority of
agencies found the guidance useful, over a quarter of agencies did not find the
guidance useful (27 per cent). In addition, some 38 per cent of respondents also
found identifying ‘green’ products or ‘green’ suppliers difficult and time-
consuming.

2.7 From the survey responses there was clearly considerable interest in the
Greening of Government Website and most agencies had used the material.
The main criticism from respondents was that the information was hard to
locate or access. For example, one department commented that a priority
would be:

better communication of policies and guidelines by the Department Of the
Environment and Heritage with procurement and property areas of
Departments. A search of the DEH website reveals that the document is
several layers into the site and not obvious or easily accessed. Also there is no
link between the DOFA procurement guidelines and those of DEH. As a
consequence, the DEH material is not an explicit document of reference when
purchasing goods or services.

2.8 A number of respondents including Centrelink, the Department of the
Prime Minister and Cabinet and the Reserve Bank commented about the need
to consolidate environmental purchasing information into a single ‘one-stop-
shop’ with clear links between DEH and Finance. More specific requests were

2 http://www.deh.gov.au/settlements/government/purchasing/policy.html
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Agency Policies and Procedures

made by respondents in relation to whole of life cycle costing of products, the
challenges in translating the checklists into practical application and the need
to update some of the guidance on a more regular basis.

2.9 One possible approach to improve performance in this area is ECO-
Buy, Victoria's green purchasing program. ECO-Buy works with organisations
to increase their purchasing of recycled, greenhouse friendly and
environmentally preferred products. The program is a joint initiative of the
Municipal Association of Victoria, the peak body for Victorian Local
Government; EcoRecycle Victoria, the state authority responsible for waste and
litter management and the Victorian Greenhouse Strategy, Victoria's plan to
reduce greenhouse emissions. ECO-Buy has expanded its focus from
purchasing products with recycled content to also include greenhouse friendly
and environmentally preferred products. As noted by ECO-Buy, ‘the long-term
success of recycling depends on developing markets for recyclable materials.
Unless governments, businesses, and individuals make a concerted effort to
buy recycled products, materials collected for recycling will not be used to
their optimum potential’.

2.10 Expanding purchasing guidance to provide further information on
suitable products that would meet the requirements of the Commonwealth
Procurement Guidelines and have environmental attributes (such as being
produced with lower greenhouse gas emissions or cleaner production
methods) would assist Australian Government bodies in this area.

Recommendation No. 2

2.11 In order to enhance the accessibility and quality of guidance on green
procurement, the ANAO recommends that the Department of the Environment
and Heritage, in consultation with the Department of Finance and
Administration and other agencies as appropriate:

(a) enhance the accessibility of information on green procurement;

(b) include examples of ‘whole of life cycle’ assessment as an integral part
of procurement; and

(c) ensure that all information is regularly updated and supported with
better practice examples where practicable.

The Department of the Environment and Heritage response

2.12  Agreed. The Department will establish a new website to host relevant
information on sustainability in government, including information on
purchasing. The Department of Finance and Administration commented that
in preparing any further guidance, the Department of the Environment and
Heritage should consult with all agencies. Any further guidance should be
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incorporated into the existing Environmental Purchasing Guide to improve
accessibility.

Agency procurement systems

2.13  Throughout the course of the audit, respondents have commented to
the ANAO that there are challenges in complying with the large range of
policy requirements. Environmental policies are just one suite of requirements.
In a devolved business environment, with multiple purchasing centres within
and across agencies (including in some cases, joint program delivery between
agencies), better guidance and better controls are needed if environmental
purchasing practices are to improve. The Department of Education, Science
and Training (DEST) has developed an option that might have broader
applicability across the APS. This is discussed in case study 1.

Case study 1-The BUYIT - Electronic Purchasing Systems

The BUYIT system is DEST's electronic procurement management system that incorporates the
Commonwealth procurement Guidelines and DEST business rules. The system ffilters’ staff
through delegate approvals and directs staff to the appropriate pro-forma tender, contract and
evaluation documentation based on the nature of the procurement. The BUYIT system was
released on 1 March 2004 and cost some $1.6 million to develop. The system currently has
approximately 3 350 procurements entered into the system with contracts totalling approximately
$340m.

An integral part of the system is the BUYIT help manual, which doubles as the DEST
procurement manual. While not specifically designed to meet environmental purchasing
requirements, the manual directly refers users to the Finance's publication ‘Guidance on
complying with Legislation and Government policy in procurement’. The system also indicates
that staff should consider the department’s responsibilities in relation to ecologically sustainable
development and the potential impact the procurement may have on the environment. This is an
area that could be enhanced in the future in terms of incorporating updated environmental
checklists. A key feature of the system is that it links the procurement practice with the payment
system. This has improved compliance with Executive and Parliamentary reporting
requirements.

2.14  Agencies and entities may wish to consider the merits of adopting such
an approach to strengthen the controls in agency purchasing arrangements.
For FMA Act agencies in particular, the electronic purchasing system may
enable them to demonstrate compliance with the provisions of section 44 of the
FMA Act as well as with the CPGs. The CSIRO has indicated that they have
recently implemented an internal online expense management system and that
there may be potential to link green procurement practice with the payment
system to improve compliance.
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Procurement and environmental management systems

2.15 An Environmental Management System (EMS) is a set of cohesive
elements that an organisation may use to minimise its impact on the
environment. 1SO 14001 is an internationally accepted specification for an
EMS. It specifies requirements for establishing an environmental policy,
determining environmental impacts of products or activities, planning
environmental objectives and measurable targets, implementation of programs
to meet objectives and targets, management review and corrective action.
Some of the most commonly mentioned benefits of an 1SO 14001 EMS are:

. improved perception of the key environmental issues by their
employees and a better (greener) public image of the organisation;

° an increase in the efficiency and use of energy and raw materials (less
waste);

. improved ability to meet compliance with environmental regulations;
and

° dependence on a system rather than just the experience and capabilities

of an individual to manage the environmental function of an
organisation.”

2.16  The Australian Government’s policy in relation to EMS is that agencies
were encouraged to develop and implement an EMS based on ISO 14001 or an
equivalent standard by December 2002 and accredit at least one of their larger
sites to ISO 14001 or an equivalent standard before December 2003. Secretaries
and Chief Executives were to report by March 2002 to their Minister (copied to
the Minister for the Environment and Heritage) if there were particular
circumstances such as the costs of taking up the actions significantly
outweighed the benefits.

2.17  Of the 71 agencies and entities surveyed, 32 respondents (45 per cent)
indicated that had an EMS in place. Thirteen agencies had an EMS that covered
100 per cent of their office spaces and seven respondents (10 per cent) had an
EMS certified to the ISO 14001. Another nine respondents indicated that they
were progressing towards certification for at least one of their sites.

2.18  Of the 39 respondents (55 per cent) that indicated that no EMS was in
place, 16 agencies (23 per cent) indicated that they were in the process of
developing an EMS and 23 agencies had no current plans to implement an
EMS. The overall results are shown in Figure 2.1 below.

2 sourced from: www.is014000.com/
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Figure 2.1
Status of Environmental Management Systems for survey respondent
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Source: ANAO Survey of Green Office Procurement

2.19 The majority of large Commonwealth agencies or entities had or were
in the process of developing an EMS. Some 64 per cent of large agencies had an
EMS whilst only 35 per cent of medium and small agencies had an EMS in
place (for at least one site). The resource implications of setting up and
maintaining an EMS might explain why only a small proportion of small and
medium agencies have implemented an EMS. The reluctance to implement an
EMS is particularly apparent for very small agencies of less than 100 people
where the costs are more likely to outweigh the benefits. In addition, the
survey highlighted that CAC Act entities had a much lower implementation of
EMSs (37 per cent) compared to just over half of FMA Act agencies
(51 per cent) with an EMS in place.

2.20 However, in general, agencies that had implemented an EMS had
significantly better environment performance. Agencies that had an EMS in
place: identified less barriers to green procurement, set more environmental
targets, had undertaken more energy savings initiatives, implemented more
water savings initiatives, had a greater knowledge of the waste produced and
recycled more types of office waste.

2.21 In relation to government policy, DEH has advised that only one
agency that had not implemented an EMS had been sufficiently ‘encouraged’
to advise their Minister (copied to the Minister for the Environment and
Heritage) of the particular circumstances preventing action in this area. That is,
only one agency that did not develop an EMS, advised their Minister of the
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reasons why. The survey indicates that at least 39 agencies have not followed
this policy requirement. While Ministers have not made the introduction of an
EMS mandatory, there is a process for agencies to follow if they are unable to
meet this requirement. Accordingly, given this requirement and the benefits
that can be derived from an EMS, the ANAO considers that this process should
be followed.

Recommendation No. 3

2.22 In order to improve sustainable business practices and strengthen
compliance with government policy, the ANAO recommends that FMA
agencies and CAC entities (where they have not already done so) give further
consideration to:

@ implementing an EMS based on ISO 14001 or an equivalent standard
for their organisation; and accrediting at least one of their larger sites to
ISO 14001 or an equivalent standard; or

(b) advising their Minister if there are particular circumstances preventing
action in this area (for example, where the costs may outweigh the
benefits for smaller agencies).

Agencies’ response

2.23 43 agencies and entities agreed with or expressed support for this
recommendation although, the Australian Centre for International
Agricultural Research (ACIAR) qualified their agreement stating that
‘ACIAR does not intend to move towards and EMS but is actively
involved in trying to pursue a greening agenda in its operations’.
ACIAR advised DEH of their intentions on 6 February 2004 and on 21
February 2005.

Performance targets - an integral part of an EMS

2.24  Challenging but realistic performance targets are a crucial part of an
EMS as they provide the impetus for continuous improvement and for
measuring success or shortcomings in implementation. Without targets it is
hard to know the extent to which progress is being made towards a goal or
whether corrective action is required.

2.25  While from the ANAO survey, all respondents reported that they had
mandatory whole of government targets in relation to energy, almost half
(49 per cent) did not indicate that they had any other environmental targets in
place to cover other areas of environmental management. Generally, most
respondents with a corporate EMS had corporate targets. Some examples are
illustrated in table 2.1 as follows.
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Table 2.1

Agencies with specific targets relevant to procurement

Targets Number of agencies Percentage of agencies that
that have targets have targets
Energy 29 41
Paper 24 34
Vehicles 21 30
Waste 20 28
Water 14 20
Chemicals 7 10
No targets 35 49
Source: ANAO Survey of Green Office Procurement 2005

2.26

A number of these agencies and entities have implemented targets over

and above mandatory government policy requirements. These are illustrated
in table 2.2 as follows.

Table 2.2

Examples of environmental management targets in selected agencies

(from equipment)

Foreign Affairs and Trade

Category Agency Target
Paper . jon i i
p Reserve Bank of Australia A reductlog3|n consumption by 25 per cent by
June 2007
Australian Centre for L .
: - A 10 per cent reduction in water consumption
Water International Agricultural per person by 2008
Research
Energy Environment and Heritage Iﬂi?sg:slggga&bsc;végrsgge reduced to 4 500
Decrease the volume of total general waste by 3
Waste Department of Finance and | per cent and increase the use of biodegradable
Administration bags by 100 per cent to reduce or minimise the
amount of waste going to land fill
Chemicals Recycling collection of all fluorescent lamps was

achieved in February 2005. The collection and
recycling of batteries achieved May 2005.

The Department of Health

The Department has set a Green Vehicle Guide
rating of 10.5 or above target for 28 per cent of
all fleet vehicles for 2004—-05, and for this to

Vehicles and Ageing increase to 38 per cent for 2005-06. The target
for overall fuel consumption intensity is to be
below 3.5MJ/km by the end of 2005.**
Source: ANAO survey of green office procurement

23

be implemented more broadly.

This improvement is a pilot program in one part of the Reserve Bank and, subject to its success; it may

 See section 3.2 for further details on the Green Vehicle Guide and target
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2.27 Some agencies or entities are developing corporate targets and already
have targets set for a few sites or divisions. The Australian Securities and
Investments Commission (ASIC) commented that while they currently comply
with the Government’s energy target of being less than 10 000 MJ per person
for tenant light and power, they have set a target for their largest site in
Sydney to achieve 7 500 MJ per person by 2005. The Commission also
indicated that they are also achieving government targets in their vehicle fleet
and have 38 per cent of their pool fleet, and 42 per cent of their executive
vehicle fleet, with Green Vehicle Guide ratings of better than 10.5.* As part of
their EMS Certification in the Sydney office, ASIC were monitoring other
consumption levels and will be using that information to set some further
targets for 2005/06. ASIC also committed to implementing some of the better
practices of the certified Sydney office in all other sites. The ANAO has been
advised that these initiatives will include the requirement to monitor and
measure volumes, leading to the ability to set targets in future.

2.28 Other agencies and entities are at an earlier stage in developing
environmental management practice. For example, Centrelink commented that
while there were targets in place for energy rating their property portfolio,
they were developing their first Environmental Aspects and Impacts Assessment
and were now collecting the data necessary to set appropriate targets. Two of
their regional centres had set targets for paper, waste and vehicles. The
Australian Broadcasting Corporation indicated that their targets are yet to be
finalised. However, one aspect of the EMS implementation will be the creation
of EMS coordination teams who will agree upon formal targets according to
site-specific operational requirements. Progress toward these targets will then
be both locally and centrally monitored. This point highlights the importance
of having real data to set targets that will be meaningful. Targets can be
somewhat arbitrary and less than helpful guides if there is no information on
consumption patterns or expenditure either on a per person basis or
comparative to similar organisations.

2.29  While respondents have whole of government energy targets already in
place, integrating these within an EMS would add further impetus to both
compliance with government policy and implementation of better practice.

% The policy target is that the Australian Government vehicle Fleet is to contain at least 28 per cent of
vehicles in the top half of the Green Vehicle Guide rating system by December 2005. This policy gives
effect to one of the measure announced by the Prime Minister in the 1997 Safeguarding the Future
package of greenhouse gas reduction initiatives.
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Recommendation No. 4

230 In order to improve the quality and consistency of sustainable
practices, the ANAO recommends that FMA agencies and CAC entities (where
they have not already done so), consider implementing challenging but
realistic targets in water, energy, waste, and vehicles as part of the design and
implementation of their Environmental Management Systems.

Agencies’ response

2.31 43 agencies and entities agreed with or expressed support for this
recommendation.

Training and Awareness Material

2.32 Important to good green procurement is the training of staff and
improving the awareness of green office procurement across organisations.
Australian Government agencies train their procurement staff through training
programs such as the Certificate IV in government procurement. This specialist
gualification covers the generic or core competencies required for working
without close supervision in the public sector. However, while the
gualification covers material such as understanding the business of
government and the specialist competencies required for the procurement of
goods or services in the public sector, it offers little in the way of a focus on
sustainability or good practice in green office procurement.

2.33  Agencies were surveyed on the frequency of training programs. Only
33 per cent of respondents stated that training on green procurement issues
occurred, of these 12 per cent stated that training was provided more than that
once per year. Even when some green office procurement occurred, the
coverage of green procurement issues was minimal. Discussions with agencies
during the course of the audit indicated that little training was provided in this
area.

2.34  Although evidence of specific training was minimal, the majority of
survey respondents stated that awareness material was posted in offices in
relation to the conservation of energy and waste. Some 82 per cent of
respondents indicated that awareness material had been posted in offices.
Agencies were also asked to give details of their awareness material; some of
the better practice examples are illustrated in table 2.3.
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Table 2.3

Agency Policies and Procedures

Green Office awareness material posted in agency offices

Is there any awareness material posted in agency offices
(particularly around office equipment) regarding the
reduction/conservation of energy and waste?

Department of Industry,
Tourism and Resources

Various flyers in regard to recycle and reuse posted on notice boards
and in photocopy/print centres.

Department of Veterans
Affairs

Internal intranet site promoting ways for staff to be more energy and
waste conscious. Signage in meeting rooms to promote turning off
lights when rooms are unused. Notices around waste paper bins.

Australians Securities
and Investments
Commission

ASIC has an 'Environmental Policy' page on their intranet outlining
green practices. Kitchens contain notices regarding recycling
practices.

Australian Pesticides
and Veterinary
Medicines Authority

Posters are placed in prominent places with 'rethink, reduce, reuse,
repair, recycle’

Department of Foreign
Affairs and Trade

The department produces a ‘Greening DFAT Newsletter’ which
provides advice/tips on working smarter environmentally, including
procedures for reducing energy and goods consumption and the

generation of waste as well as improving recycling performance

Source: ANAO Survey of Green Office Procurement

2.35 The ANAO considers that while respondents have been active in
awareness raising, there is a significant gap in relation to the training offered.
However, short courses have been developed that may have applicability for
the Australian Government. For example, the NSW Department of
Environment and Conservation in consultation with the Australian Institute of
Purchasing and Materials Management has been providing short courses in
better practice green procurement. Agencies may wish to consider adapting
this type of course for their own business environment. Alternatively, DEH
may wish to consider developing this type of approach more broadly for the
Australian Public Service.

Barriers to Green Procurement

2.36  In addition to the barriers identified in section 2.2 (identifying green
products and suppliers), the survey identified a number of other significant
barriers facing respondents. 31 per cent of respondents noted that was that
there were no financial incentives to facilitate green procurement. This was
particularly noted in relation to pool vehicle purchases and in the case of office
supplies such as paper and green powver.

2.37 A significant barrier identified in the survey was that 19 agencies
(27 per cent of agencies) stated that budgetary constraints or processes do not
allow green office procurement even though this might produce longer-term
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financial savings for the agency. This suggests that Secretaries and Chief
Executive Officers may need to consider greater flexibility in their agency
budgets to facilitate longer-term savings. In some cases, this may require a
reconsideration of mix of capital and recurrent funding or in other cases there
may be a need to discuss matters with Finance.

2.38  Other barriers identified included; that monitoring of office
procurement is not sufficiently precise to know whether green office
procurement is happening (27 per cent), the scale and dispersion of the agency
across regional or county centres makes it difficult to coordinate procurement
decisions (23 per cent) and the policy was not sufficiently clear or precise as to
what is required of each agency (25 per cent). Smaller agencies also
commented on the difficulties in meeting all of the requirements in
procurement and related corporate functions. These points further reinforce
the need for improved guidance and possibly suggest that group purchasing
arrangements may need to be facilitated for smaller agencies.

Reporting

2.39 Under Section 516A of the Environment Protection and Biodiversity
Conservation Act 1999 agencies and entities are required to report on a number
of environmental issues in their annual report. Agencies and entities are
required to ‘report on the effect of their actions on the environment and
identify any measures to minimise the impact of these actions on the
environment’. Less than half of the 71 respondents surveyed (41 per cent)
reported that they had documented the effect of their procurement actions on
the environment and included these in their latest annual report. Given that
the Australian Government spends some $17 billion per annum on
procurement this should logically be an area for inclusion in the reporting
from larger agencies in particular. More positively, some 80 per cent of
agencies surveyed identified measures they were taking to minimise the
impact of their actions on the environment. Some of the more informative
procurement information from Annual Reports is outlined in the extracts in
case study 2.

ANAO Audit Report No.22 2005-06
Cross Portfolio Audit of Green Office Procurement

62



Agency Policies and Procedures

Case Study 2—Extracts from Annual Reports 2003-04 relevant to
reporting on green office procurement practice.

Department of Defence — In reporting on its procurement practice, the Department commented
in its Annual Report 2003-04 that *...consistent with the Commonwealth Procurement Guidelines
and Best Practice Guidance, Defence updated its procurement policy manual to include
references to tool kits and guidance from the draft Environmental Purchasing Guide administered
by DEH, to improve environmental purchasing. Defence continued to purchase energy efficient
office equipment and appliances consistent with the Commonwealth energy policy. Defence also
continued to integrate environmental considerations, such as the requirement to avoid using
ozone-depleting substances, into relevant contracts for the construction and maintenance of
facilities.’

Department of the Environment & Heritage — In reporting as part of its Triple Bottom line report
2003-04, the Department commented that it had, ‘recycled 97 375 kg of paper 22 225 kg of Co-
mingled recyclables, 22 060 kg of organic waste, 171 kg of printer & toner cartridges and 173 kg
of fluorescent tubes. Reduced our combined gross greenhouse emissions to 530 tonnes of CO,.
e, through better management of our energy use, fleet and waste. Our net emissions (after
offsets) were 388 tonnes. If we had not undertaken our EMS initiatives, our business as usual
emissions would be 1821 tonnes, or almost five times our current net emissions. Reduced our
paper consumption to 15.08 reams per person per year (around 30 sheets per person per day),
by using electronic circulation of press clips and duplex trays for all printers. This is down from
approximately 45 sheets per person per day in 2002. We purchase recycled paper for our internal
copying and printing’.

Department of Health & Ageing — In its Annual Report 200304, the Department commented
that it ‘has conducted environmental reviews of four core buildings to identify the impact of
current work practices, procedures and systems; and to establish benchmarks to enable
improvements in environmental performance. The reviews found that the Department contributes
to negative impacts on the environment through its use of electricity, petrol, paper and other
materials consumed and in the generation of waste. The Environmental Management System
provides a mechanism to monitor and mediate these impacts. Achievements for 2003-04
included a major upgrade of office lighting and lighting control systems in four buildings which in
2002-03 were responsible for 58 per cent of the Department's total tenant light and power
consumption. In six months these buildings recorded a 34 per cent reduction in energy, saving
121 191 kilowatt hours, equivalent to a reduction of 127.7 tonnes of CO, emissions. Further
reduction strategies have been identified for implementation in 2004—05. More than 100 000
kilograms of Central Office waste was diverted from landfill through recycling initiatives for mobile
phones, used printer and toner cartridges, office paper and cardboard. A waste audit in one of
the larger Canberra buildings, has identified opportunities to divert materials from landfill. This
enhanced recycling effort will be reported next financial year'.

ANAO Comment

The three extracts from Annual Reports above illustrate compliance with the Ecologically
Sustainable Development reporting requirements. The latter two examples, illustrate going
beyond strict compliance and how more sustainable environmental management can reduce
waste and overheads in agencies with positive financial as well as environmental benefits.
Quantifying the results year on year also provides a good example of changes being made over
time. Foreshadowing future initiatives demonstrates the commitment of the agency to continuous
improvement.
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Triple Bottom Line Reporting

2.40 A further issue in reporting is the emergence of Triple Bottom Line
Reports.” These may be included in the Annual Report and as indicated by the
Department of Family and Community Services (FaCS);

‘the report also acknowledges to FaCS staff and the community at large that
our operations have social, environmental and economic impacts—not just
financial ones—and that these must be analysed and reported on transparently
in the spirit of improvement’.

241 FaCs released its first triple bottom line (TBL) report in October 2003,
making FaCS the first Australian Government department to publish a TBL
report. In its role as secretariat to the Prime Minister's Community Business
Partnership, FaCS is one of a number of organisations working to develop a
national TBL reporting framework for Australian business. FaCsS triple bottom
line reporting also uses environmental indicators developed by DEH and
underpinned by the 2002 Global Reporting Initiative (GRI) guidelines. Since
that time DEH has also released a Triple Bottom Line Report in 2004.

2.42  While TBL reporting involves additional cost in the measurement and
reporting of performance, it provides the opportunity for agencies to emulate
good practice and enhance the accountability and transparency of their
business operations. TBL reporting provides another dimension to good
corporate governance by seeking to measure an organisation’s contributions to
economic prosperity, environmental quality and social well-being as reflected
in management systems and actions, a commitment to stakeholder
engagement and multi-dimensional measurement and reporting.”

243  From the ANAO survey, 11 respondents indicated that they were
planning a triple bottom line report within the next three years. Until 2003
agencies had little guidance on standards for TBL reporting. However this
issue has been addressed through Standards Australia as well as through
guidance from DEH (2003). The Department of Family and Community
Services have also been involved in providing guidance to agencies in drafting
the social aspects of TBL reports. Both these agencies have developed a better
understanding of their business operations (including procurement) as a
consequence of their TBL reports. Nevertheless, there is still no ‘right way’ to
measure and report on non-financial inputs, outputs or outcomes. The
methods used tend to emerge from the business logic and priorities. This

% A triple bottom line (TBL) report is an integrated approach to reporting on social, economic (including

financial) and environmental outcomes against established benchmarks. Currently, the Departments of

Family and Community Services and Environment and Heritage have produced public TBL reports.

Z Allen Consulting Group; Dahle Suggett and Ben Goodsir (2002) Triple Bottom Line Measurement and
Reporting in Australia. page viii
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makes comparisons across agencies difficult. As noted in a recent report by a
peak accounting body (CPA Australia):

‘There is considerable diversity in the format and scope of the sustainability
disclosure practices of sample companies, notwithstanding that over 70 per
cent of them operate in the same industry. The diversity of reporting scope
and format impedes comparison of environmental and social performance
between entities.’®

2.44 A further issue identified in the report concerns the assurance process.
This is important for the credibility of the report amongst stakeholders. The
CPA report found that:

‘... only 13 (54 per cent) of the discrete reports had been subject to any form of
audit or verification. Even within the subset of verified reports, the scope of
the verification process varies.’

2.45  While not an issue for Australian Government agencies and entities at
present (with only two TBL reports produced and both reviewed by the
ANAOQO), a substantial increase in TBL reports may require careful
consideration of the comparability and consistency of reporting and the extent
of assurance provided. For agencies subject to the FMA Act, the Chief
Executive Instructions (CEIls) explain the goals and policies of an agency and
are determined by the head of the agency. The CEls should provide the
overarching framework and outline the key objectives and policy requirements
relating to the procurement of goods and services for the agency. For larger
agencies such as Defence there are also more detailed instructions that may
contain the key objectives and policy requirements relating to the procurement
of goods and services for the agency.

2.46  For entities subject to the CAC Act, internal management policies
provide the framework for the procurement of goods and services. In addition,
some CAC Act entities are subject to the Commonwealth Procurement
Guidelines. Nevertheless, for all respondents, the ANAO expected that there
would be at least a reference in internal policies to value for money, whole of
life cycle analysis and minimising environmental impacts. Equally, important
would be a reference or supporting material highlighting compliance with
Australian Government environmental legislation, policies or targets as well as
those of the States/Territories (especially as measures such as the National
Packaging Covenant have been agreed by the Australian Government). Such
an approach would be consistent with good practice and provide a level of
corporate guidance to assist in enhancing the consistency of procurement
decision-making across agencies and entities.

3 cpa Australia, Professor S Jones, Dr G Frost, J Loftus, S van der Laan, (July 2005) Sustainable
Reporting, Practices, Performance and Potential
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3. Office Stationery, Equipment and
Vehicles

This chapter examines the performance of agencies and entities in minimising the
impact on the environment of these general office activities. General office activities
such as the procurement of office stationary, office equipment and vehicles and waste
and cleaning practices have a significant environmental impact.

Office Equipment and Consumables

3.1 In providing a diverse office environment for some 131 000
employees”, the Australian Government consumes significant amounts of
paper, pens, ink and toner, photocopiers, printers and other ICT equipment.
Green procurement can conserve resources and minimise the amount of waste
going to landfill. Additionally the recycling of many office consumables can
produce net benefits and, in some cases, lower costs.

3.2 There are no mandatory policy requirements for agencies or entities to
purchase environmentally friendly paper, stationery or toner cartridges.
Agencies and entities have wide discretion under devolved purchasing
arrangements, although compliance with the CPGs is a requirement for all
FMA Act agencies. DEH’s Environmental Purchasing Guide also provides
guidance to agencies on good practice in green procurement.

Office stationery and paper

3.3 Office paper and stationery use have a significant impact on the waste
sent to landfill and the use of resources. There are significant greenhouse
emissions produced from both the manufacture and from paper decomposing
in landfill. The government procures over $20 million®* of paper each year.
Other stationery supplies such as pens, file stationery, diaries, notebooks etc,
are an additional cost with implications for the waste stream going to landfill.

3.4 From the ANAO survey, 42 per cent of agencies stated that they give
preference to recycled products. 21 per cent also nominated that preference is
given to certified environmentally friendly products such as ‘environmental
choice’. Almost 30 per cent of agencies nominated that preference is given to
environmentally accredited suppliers. This ‘supply-chain’ management
approach to purchasing is an important mechanism to encourage more

% 131 522 as at June 2004 from State of the Service report, Australian Public Service Commission

% Calculated from surveyed agencies
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sustainable practices in the market place. Table 3.1 outlines some of key areas
where agencies give preference.

Table 3.1

Types of environmental preferences adopted by agencies

Percentage of
agencies that have
taken these

Number of agencies
Types of environmental preferences that have taken
these initiatives

initiatives
Recycled products (eg 80 per cent recycled 30 423
photocopy paper) ’
Certified products such as paper with an 15 211

Environmental Choice certificate/label

(Goods/services) from environmentally
accredited suppliers such as those with an 20 28.2
environmental management system

No response 29 40.8

Total Respondents 71 100.0

Source: ANAO Green Office Procurement Survey

35 As part of the ANAO survey, respondents were asked their common
office paper purchasing practices. All respondents procure A4 80 grams per
square metre (GSM) paper as their most commonly used office paper. Some
43 per cent stated that the most commonly used office paper contained
recycled content. However, as illustrated in Figure 3.1, the majority of
respondents consumed virgin paper.

Figure 3.1
Recycled content of most commonly used office paper in agencies
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Source: ANAO Survey of Green Office Procurement
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3.6 The average recycled content for agencies surveyed was 19.3 per cent,
however, the major paper consumers, the Australian Taxation Office (ATO)
and Centrelink, purchased virgin paper. Adjusting for the volume of the most
commonly used office paper, the total recycled content of all paper used by
agencies in the survey was only nine per cent.

3.7 However, there are additional costs associated with purchasing
environmentally friendly paper. Paper with a recycled content of 41-60 per
cent cost agencies, on average, 12.4 per cent more per ream. See Figure 3.2
below.

Figure 3.2

Average cost of most commonly used office paper
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Source: ANAO Survey of Green Office Procurement

3.8 On the basis of the survey response, a further issue is that five agencies
could not estimate the total paper costs for their organisation and 46 agencies
could not provide the volume of most commonly used office paper. Eight
agencies (11 per cent) could not provide details of the price paid for paper. In
these circumstances internal delegation of purchasing arrangements had not
been accompanied by sufficient controls and accountability mechanisms
within the agencies. In contrast, agencies with centralised purchasing contracts
such as the ATO were well placed in terms of good practice in this area.

3.9 In paper purchasing there are clear economies of scale accessed by
large agencies. The ATO and Centrelink (for its National Support Offices) have
both negotiated very competitive paper contracts — although at zero recycled
content. The average price paid by larger agencies for virgin paper, $4.74, was
significantly lower than that of small and medium sized agencies at
$5.35 per ream. If agencies were to move to the price paid by large agencies,
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the overall savings for the government would total some $1.6 million per
annum®,

3.10 Price has been noted as a barrier to the implementation of green
procurement. However, price is not the only consideration in procurement.
There are social and environmental costs that need to be taken into account if
governments are to lead by example. Office waste can contribute to the waste
stream going to landfill. If paper is sourced from unsustainable forest
management practices it can also contribute to resource depletion. In other
words, there are external, social costs that the community may have to bear
from unsustainable purchasing practices. Whole of life cycle assessments can
give a clearer picture of the full costs of procurement decisions.

3.11 Small agencies could also benefit from voluntary clustering on
purchasing arrangements involving paper contracts that could attract the
economies of scale that large agencies can achieve. Larger contracts could
reduce the cost and increase the level of recycled and/or plantation fibre in the
paper product. Alternatively a whole of government paper purchasing
contract could achieve the same outcome, similar to the whole of government
fleet and energy contracts. The ANAO notes that the Australian Government
Information Management Office (AGIMO - now part of Finance) had
conducted a small survey of common office prices, including paper, in 2004.
This approach provides the opportunity for agencies to gain improved market
intelligence and benchmark prices and environmental attributes. This is also
consistent with the agreed OECD recommendation to improve the
environmental performance of public procurement as discussed in paragraph
1.10 (concerning the incorporation of environmental criteria into public
procurement of products and services, along with price and performance
criteria).

% Based on a 15 per cent reduction in total Australian government paper costs, this calculation does not
consider paper use tied to photocopier contracts. Nor does it consider the volume of paper in
outsourced printing contracts. This is very substantial in larger agencies with extensive information
provided to large customer networks.
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Recommendation No. 5

3.12 In order to improve the value for money from common office goods
and services and the consistency of sustainable practices, the ANAO
recommends that:

() the Department of the Environment and Heritage in consultation with
relevant agencies, investigate the scope for benchmarking the
environmental attributes and indicative value for money of common office
goods and services across agencies; and

(b) FMA agencies and CAC entities consider the opportunities for group
purchasing clusters for the procurement of common office goods where
appropriate.

Department of the Environment and Heritage Response

3.13 In reference to part (a), the Department of the Environment and
Heritage indicated that they agreed in principle although the Department
considered that it is primarily the responsibility of agencies to determine
particular value for money, in their own circumstances, of goods and services.
However, on some issues such as energy, benchmarks are available through
initiatives such as Energy All Stars.

3.14 In reference to part (b) the Department of the Environment and
Heritage commented that group and cluster purchasing prospects should be
investigated by agencies going to the market at about the same time for
common goods and services. This can be guided by reference to the annual
procurement plans now produced by agencies.

Agencies’ response

3.15 43 agencies and entities agreed with or expressed support for this
recommendation. The Department of Finance and Administration noted that
any consideration of opportunities for the procurement of goods under a
cluster arrangement should specifically take into account any impacts in terms
of diminishing competition or any potential detriment to fair access to the
Australian government procurement market for small and medium
enterprises. The Department of Industry, Tourism and Resources (DITR)
commented that officials undertaking procurement should ensure that
procurement methods do not unfairly discriminate against SMEs, and that the
Government is committed to FMA Act agencies sourcing at least ten per cent
of their purchases from SMEs. DITR has raised a concern that environmental
purchasing requirements can be onerous for SMEs, and the Department is
concerned about the potential impact on the Government’s procurement policy
for SMEs.
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3.16 The Australian Taxation Office expressed a qualification in relation to
potential difficulties in coordinating cluster arrangements. The Australian
Electoral Commission expressed a qualification that ‘the AEC would consider
cluster arrangements in light of value for money considerations, current
contractual arrangements in place and advice from Department of Finance and
Administration in relation to the appropriateness of cluster arrangements.’

Office Equipment

3.17  Australian Government agencies have widely adopted information and
communications technology (ICT) to support government service delivery and
administration.” While much of the technology has improved the efficiency of
government administration, there are environmental costs. Three of the main
impacts on the environment are:

° greenhouse emissions, through the equipment’s energy use and the
heat produced that needs to be cooled by air conditioning;

° waste to landfill; and

. toxins released into landfill.

3.18 Office equipment accounts for an estimated 15 per cent of the
Australian Government’s tenant light and power consumption giving rise to
about 60 000 tonnes of carbon dioxide equivalent greenhouse gas emissions.”
This section examines the three major categories of office equipment:
photocopiers and printers; ICT equipment and miscellaneous office
equipment; and outlines Commonwealth performance in these areas. The key
considerations relate to product stewardship and resource conservation.

Photocopiers and printers

3.19 The energy use of office equipment represents a significant amount of
the total energy used by an organisation. The reduction of energy used by
office equipment can reduce costs and have a positive impact on the
environment. The government policy, Measures for Improving Energy
Efficiency in Commonwealth Operations™ requires:

% The Accenture Government Leadership Report (2004) ranked Australia in the top four countries in the use
of ICT technology and noted Australia’s high level of service breadth. See also Australian Government
Information Management Office Discussion Paper on Measures to Support Environmentally Friendly ICT
(2004)

% Environmental Purchasing Checklist — Printers, Photocopiers and multifunctional devices; DEH 2004;
www.deh.gov.au/industry/sustainable/greening/govt

% Measures for Improving Energy Efficiency in Commonwealth Operations 2000.
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° all new office equipment to be United States Environment Protection
Agency Energy Star compliant, where available; and

° all new appliances to have 4-star or better energy rating under the
Appliance Energy Efficiency Rating Label Scheme, where available and
fit for purpose.

3.20 However, there are currently no requirements for government agencies
to buy recycled or recyclable office equipment; or any other environmental
criteria.

3.21  From the ANAO survey, only 53 per cent respondents included the
need to be energy star compliant in the specifications and tenders for office
equipment purchases (Table 3.2). However, from discussions with three of the
leading suppliers of photocopier and printers, the ANAO found that all new
office equipment available through these companies is compliant with the EPA
energy star standard. The ANAO considers it unlikely, therefore, that any
agencies are in breach of this policy requirement even though only about half
specify it as a requirement. The ANAO considers that the measure should be
updated or reconsidered if it is going to be a useful mechanism to encourage
green procurement. The ANAO has been advised that a process to update this
policy requirement is currently underway. Other results on equipment
purchasing practices are illustrated in table 3.2 below.

Table 3.2

Office equipment requirements in agencies

In the specifications or tenders for the procurement of
office equipment (such as photocopiers or printers) Frequency Percentage
does your agency require office equipment to:

EPA Energy Star compliance with a 4-star or better energy

rating under the Appliance Energy Efficiency Rating Label 38 54
Scheme
Limit or exclude hazardous materials such as mercury,

) . 26 37
benzene, CFC's or arsenic
Include recycled materials 15 21
Include the requirement for at least some components to

24 34

be recyclable
Have Energy Management Options on office equipment,
that enable office equipment to power down during non- 59 83
use periods
No response 10 14
Total respondents 71 100

Source: ANAO Survey of Green Office Procurement
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Information and communication technology (ICT) and
equipment

3.22 Computers have a significant environmental impact both in the energy
they use and the waste, including toxic chemicals that go to landfill at the end
of life. The production of computers is a highly resource-intensive process that
uses significant quantities of energy, water and raw materials. A study by the
United Nations University found that:

° the materials intensity® of computer manufacturing is ten times higher
than that of cars or refrigerators; and

° the manufacture of one desktop computer and standard CRT* monitor
requires at least 240 kg of fossil fuels, 22 kilograms of chemicals and
1 500 kg of water — equivalent to that of a mid-sized car.”

3.23  Obsolete or damaged computers and ICT equipment present real
problems when placed in landfill because of their toxic materials content.
Computers contain lead, cadmium, mercury and brominated flame retardants
in the plastics which are a known health hazard. From a variety of studies,
Environment Victoria estimates that in 2005, some 731 500 computers will go
to landfill and this will involve 19 751 tonnes of material and some
7 400 tonnes of hazardous waste. However, according to a recent report the
number of computers becoming obsolete annually in Australia will continue to
grow every year, to the point where in ten years, 1.77 million personal
computers will require end-of-life management every year.”

3.24  From the ANAO survey, only 24 per cent of respondents specify in
their ICT purchasing contracts provisions for the recycling or reuse of
computers. Most computers are leased from private sector providers although
agencies such as Centrelink purchase their computers. Advice from agencies
and providers is that obsolete computers are usually auctioned or provided to
not-for profit organisations at the end of their life. There are no product
stewardship caveats or conditions to manage the potential waste problem. In
the longer term, it is likely to be a major environmental problem and agencies,

* Materials intensity is a measure of the environmental impact intensities of infrastructures, goods, and
services (Centre for Design RMIT and www.deh.gov.au)

% CRT is an acronym for Cathode Ray Tube. CRTs have been the standard computer monitor for some

years. These are gradually been superseded by LCD (Liquid Crystal Display) monitors that have lower
energy consumption and less harmful substances such as lead.

% williams E (2004) Energy Intensity of computer manufacturing Environmental Science and Technology 38
(22) 6166-6174. See also Environment Victoria (2005) Environmental Report Card on Computers.

% Meinhart Infrastructure & Environment Pty Ltd report for multimedia Victoria (March 2004); Electronic
Waste Recycling Development Strategy for Victoria.
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in consultation with DEH, may wish to give consideration to product
stewardship guidelines and specifications to reduce the potential waste stream
in this area. In Victoria, a product take-back scheme where manufacturers take
responsibility for recycling electronic products like computers, televisions and
mobile phones, is currently being developed. This approach provides an
illustration of what could be initiated by agencies that purchase their ICT
equipment.

3.25 In terms of energy management considerations for ICT equipment, the
ANAO survey found that 55 per cent of respondents require energy
management options to be installed on their computers and 76 per cent
required LCD screens. This is an evolving area as FMA Act agencies and CAC
Act entities upgrade their equipment over time. However, explicitly including
energy conservation, as part of the whole of life cycle assessment of energy in
equipment specifications and tenders is an area that could be further improved
in some Australian Government agencies.

3.26 At the national level, AGIMO (in Finance) has released a paper on
Measures to Support Environmentally Friendly Information and
Communications Technology.” The main directions indicated in the paper
were for Finance to augment Australian Government guidance on
environmentally sound ICT through;

° a better practice checklist (by the end of June 2006);

° updating the next edition of the Guide to ICT Sourcing for Australian
Government Agencies to include reference to appropriate green office
procurement guidance; and

° developing an ancillary module to assess environmental considerations
in ICT investment.

3.27 DEH is also developing an environmental purchasing checklist for ICT
services contracts in consultation with industry and government. DEH has also
been developing a new proposal to replace the existing policy in terms of US
EPA Energy Star compliance. While consideration of stewardship
arrangements is being considered by both Australian Governments and State
and Territory Governments, progress has been slow and Australian has been
lagging behind Europe and many other countries in this area.”

% AGIMO; Department of Finance & Administration (August 2005) Measures to Support Environmentally
Friendly Information and Communications Technology

40 Australian Consumer’s Association 2003; (E-waste management) commented that Australian is years
behind Europe, Asia and several US states in taking responsibility for the management of computer
waste.
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3.28 The ANAO considers that a key consideration in introducing these
measures will be specific clauses to cover ICT stewardship requirements in
leasing and purchasing arrangements. Because so many FMA Act agencies and
CAC Act entities lease ICT equipment, stewardship clauses need to be
sufficiently developed to ensure that these ICT providers are committed to the
good practice principles and practices.

Miscellaneous office equipment

3.29 Miscellaneous office equipment includes dishwashers, fridges, hot
water boilers and other general appliances. Agencies are required to procure 4-
star or better energy rating under the Appliance Energy Efficiency Rating
Label Scheme®™. Of the respondents, over 57 per cent stated that in their
specifications and tenders they require office appliances to be 4-star or better.
Consequently, it is unlikely that all office appliances purchased are of a 4-star
or better energy rating. Because this is a policy requirement, this is an area
where agencies will need to give greater priority to in future purchasing
decisions.

Recommendation No. 6

3.30 In order to improve the impact of the energy requirement in office
equipment purchases and the management of electronic waste, the ANAO
recommends that:

() the Department of the Environment and Heritage and the Department
of Finance and Administration include, as part of their agency
guidance, good practice principles in relation to managing surplus or
obsolete computer and ICT equipment (including appropriate
stewardship clauses in ICT contracts); and

(b) FMA agencies and CAC entities (where they have not already done so),
ensure that, in line with current government policy, all new appliance
purchases include a provision for a 4-star or better energy rating under
the Appliance Energy Efficiency Rating Label Scheme, where available
and fit for purpose.

Department of the Environment and Heritage response

3.31 In reference to part (a), the Department of the Environment and
Heritage agreed to this recommendation. They commented that better practice
guidance covering the purchasing, performance and life cycle impacts
(including on disposal) of ICT equipment and services will be developed by
the Department and AGIMO in 2005-06. This will also support the Computer

“! Measures for improving energy efficiency in commonwealth operations (2000)
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Technologies for Schools program administered by the Department of
Education, Science and Training.

3.32 In reference to part (b) the Department of the Environment and
Heritage agreed with this recommendation and commented that Australian
Government policy requires agencies to purchase equipment with 4-star or
better energy efficiency performance and office equipment that complies with
the US environment protection agency ‘Energy Star’ standard, where it is
available and fit for purpose. To assist with implementing the above policy
(and others), the Ministerial Council on energy is developing a database
(www.eneregyallstars.gov.au) of high performing products. The database
seeks to promote energy efficiency and provide the tools to better assess value-
for-money.

Agencies’ responses

3.33 A further 42 agencies and entities agreed or expressed support for part
(b) of the recommendation with the exception of the one agency that disagreed.
Three of these agencies or entities qualified their response. The Department of
the Prime Minister and Cabinet qualified their response stating that
‘government agencies should base their purchasing decisions only after careful
consideration of the impact on all related government legislation and policies’.
The Australian Electoral Commission qualified their response stating that ‘the
AEC only purchases major office machines with an Energy Star rating. Energy
Star ratings will be considered in the context of value for money.” The
Australian Sports Commission also qualified their response on the basis that
some high rated appliances are cost prohibitive.

Motor Vehicles

3.34  Motor vehicles impact on the environment through the emission of
greenhouse gasses (such as carbon dioxide) and air pollutants such as carbon
monoxide, nitrogen oxides and particulate matter. For the Australian
Government, with a fleet of over 13 000 vehicles”, the environmental impacts
from motor vehicles are significant. Approximately 5.6 tonnes of CO,-e
(greenhouse gasses) per vehicle are emitted each year.

3.35 The total Australian Government Fleet is comprised of 7 414 vehicles
tied to the government fleet management agreement with Leaseplan Australia,
a private fleet management company, and 5 761 passenger, commercial and fit
for purpose vehicles owned by the Department of Defence, also administered
by Leaseplan Australia. The total asset value of the fleet is approximately $399
million, with the cost of leased vehicles approximately $83 million per annum.

“2 Not including all CAC Act fleet vehicles. This only covers agencies that are part of the fleet management
agreement.
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The Fleet Monitoring Body (FMB), within Finance, manages the fleet
management agreement contract and offers advice to agencies on general fleet
issues. DEH is responsible for setting fleet emissions targets and general
environmental policy relevant to the vehicle fleet.

3.36 As part of the Government’s Safeguarding the Future package of
measures to reduce energy consumption and greenhouse gas emissions (1997),
the Prime Minister announced that the Australian Government would develop
‘challenging but realistic fuel consumption targets for vehicles by 2003’.® This
commitment also formed part of the Australian Government commitment to
the National Greenhouse Strategy in 1998.

Green Vehicle Guide Target

3.37  As part of the Australian Government policy Measures for Improving
Energy Efficiency in Commonwealth Operations, the then Australian
Greenhouse Office (AGO), developed a target for the Australian Government
fleet. This target aimed to have 28 per cent of government fleet vehicles
(excluding the Department of Defence owned fleet) scoring at least 10.5 out of
20 points in the emissions rating system called the Green Vehicle Guide (GVG)
by December 2005. As part of the formalisation of the target, the AGO
presented the target to the APS Roundtable in February 2003. The APS
Roundtable noted the target. Subsequently, carriage of the target, and overall
policy, has been transferred to DEH.

3.38 The target is voluntary and is directed at the entire Australian
Government fleet including vehicles under the fleet management agreement.
Defence owned passenger, commercial and fit for purpose vehicles were not
required to contribute to the target. Individual agencies were expected to
contribute to the target but no individual agency targets were set. Agencies
were advised that:

The APS Roundtable also noted that the overall target could be achieved
without necessarily involving EVS, (executive vehicles scheme) and by
extension FFP (fit for purpose vehicles), during normal vehicle turnover
cycles. Given the different structures of vehicle fleets, and different abilities to
make changes within fleet segments, departments and agencies will have
different challenges in meeting this target.

3.39  The advice noted that if all of the improvement was to come from pool
vehicles, which comprise two thirds of the fleet, around 38 per cent of these
vehicles would need to score 10.5 or above on the GVG.*

“3 The Hon John Howard MP; Prime Minister of Australia; 20 November 1997; ‘Sustaining the Future’,
Statement

“* Fleet Monitoring Body advice, Issue 01/05, 11 January 2005 - Green Vehicle Guide (GVG) Targets for the
Government’s Motor Vehicle Fleet
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Performance Against Targets

3.40 Since the 28 per cent GVG target was introduced, the proportion of
vehicles, in the Australian Government leased fleet above 10.5 on the GVG has
deteriorated. It is now 30 per cent worse than the original estimate for the fleet.
From an original estimate of 17.9 per cent in February 2003 it has decreased to
16.3 per cent in May 2004 and then to 12.5 per cent in June 2005. While the
target has been in place for a relatively short period, this current score is well
below the target of 28 per cent to be achieved by December 2005. This is shown
in figure 3.3 below.

Figure 3.3

Australian Government leased vehicles performance against Green
Vehicle Guide target

30

25
[}
5 20
O
n 15
= 10
)

Original Estimate May-04 Jun-05 Target
(December 2005)

Source: Department of the Environment and Heritage

Fleet management agreement emissions

3.41 Fleet Management Agreement vehicles are comprised of the majority of
FMA Act agency vehicles and some CAC Act entity vehicles. Approximately
900 Defence leased vehicles are also included as part of the Fleet Management
Agreement. The total number of leased vehicles in the Australian Government
Fleet has fallen from 10 490 (June 1998) to 7 391 (June 2005).

3.42  An analysis of passenger vehicle greenhouse gas emissions (1997-98 to
2003-04) indicates that since 1997-98 Australian Government passenger
vehicle emissions have decreased 17.3 per cent, which follows similar changes
in fleet numbers, falling 26.7 per cent (illustrated in figure 3.4 below). Total
emissions from leased vehicles have decreased whilst emissions per vehicle
have increased. The ANAO considers that the reduction in emissions, through
reductions in fleet numbers has had positive environmental effect. This is
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assuming that substitute arrangements, such as taxi and private vehicle use
have not increased proportionally.

Figure 3